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RECIRC. GAS 
FROM FANS 


Detroit Edison Company’s pioneering of more ef 
cient power generation with better boilers, larg 
turbines and technical improvements of many king 
takes another step forward with the selection of 
Cyclone Furnace-fired B&W Radiant Reheat Boil 
for St. Clair Station. 

The new generating unit will provide guarantes 
capability of 325,000 kw, and the boiler will deliv 
2,100,000 Ib of steam per hr at 2450 psi and 1050 
at the superheater outlet. Reheat temperature 
1000 F. 


ELIMINATION OF HEAVY FLY-ASE' 
DISCHARGE WITH CYCLONE FURNACES 


Cyclone Furnace Boilers offer many advar tage 
One important feature is the elimination of hea 
fly-ash discharge from the stack. Most of t! e ag 
from the burning coal is melted into easy-to-):an¢ 


slag right in the Cyclone Furnace. This ash nev4 


gets into the gas stream, with the result th ¢ d 
loading is reduced to very small amounts. 
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re eff The Cyclone Furnace, offers many other benefits. 
largglhrough simplification of the entire process of coal 
kingpfeparation, combustion, ash segregation, and ash 
yn offmandling, it makes possible economies in inital cost, 
operating labor and fuel consumption. Maintenance 

osis are cut because so much maintenance-causing 
achinery is eliminated. These are some of the 


juate circulation of water throughout the boiler 

ven at the high design pressure of 2700 psi for 

t. Clair unit—is assured with safety by B&W’s 

ent Cyclone Steam Separators. Located inside 
rum, these simple, stationary devices require 
;ower, need no maintenance, do not take up 

4 buil.:ing room. In conjunction with Steam Scrubbers, 
the “yclone Separators make it possible to send 
stean. of highest purity to the turbine, contributing 
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St. Clair Station of Detroit Edison Company. Four B&W units are present! 
in operation, and a fifth unit—Cyclone Furnace-fired—is now on orde 


to greater turbine efficiency and decreasing the 
amount of turbine cleaning required. 


These and many other modern advances in com 
bustion and high-pressure, high-temperature stez 
generation are available to you. We will be glad tq 
discuss them with you in connection with your future 
plans. The Babcock & Wilcox Company, Boile 
Division, 161 East 42nd Street, New York 17, N. Y 


BABCOCK : 
& WILCOX | 


BOILER 
DIVISION 











Orv" of the most stubborn problems of 
regulation has been the treatment of 
interest during construction, or the ques- 
tion of whether any allowance should be 
made for interest paid on money borrowed 
for construction or other utility purposes. 
Such interest has usually been allowed, as 
part of the cost of making capital available 
for the rendition of public service. But 
care must be taken that the capitalization 
of interest does not result in requiring 
ratepayers to provide, through the charges 
against them for service, for capital ex- 
penditures which’ should be the responsi- 
bility of the utility owners. 


STOCKHOLDERS are responsible for pro- 
viding plant, construction funds, and 
funds for other corporate purposes. It is 
basic to the regulatory process that the 
ratepayers not be made to furnish funds 
(even under a nominal plant allowance or 
expense account) to be devoted to uses for 
which the stockholders are bound to pro- 
vide. And to permit a plant or expense al- 
lowance to be diverted to dividends would 
be to compel the ratepayers to pay twice: 
dividends, in addition to the reasonable 
return required by law. 


THE leading article in this issue raises 
and discusses some interesting questions 





JOHN H. BICKLEY 








FRANKLIN H. COOK 


as to the allowance of capitalization of in- 
terest when money is not borrowed for 
construction purposes. There are probably 
differences of opinion on these questions ; 
but the presentation of these views will be 
found most provocative by many persons 
interested in this special angle. 


ee E author of this leading article has a 
background in the field of both regu- 
lation and management. He is Joun H. 
BickLEy, who will be recalled for his 
work as an accounting official with five 
regulatory commissions: the Federal 
Communications Commission, Federal 
Trade Commission, and the public service 
commissions of Wisconsin, Pennsylvania, 
and Maryland. He is a graduate of the 
University of Pennsylvania (’15) and has 
taught accounting, finance, and investment 
at Lehigh University. In 1937 Mr. Bicx- 
LEY entered private consulting practice 
and after some World War II service 
with the old War Production Board, he 
was retained by the Louisville Railway 
Company to make a comprehensive study 
of that company’s business and financial 
condition. From 1948 to 1950 he was 
president of the Louisville Railway, while 
continuing his private consultant practice. 
He is still practicing as a private consult- 
ant at Skokie, Illinois. 
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‘ou just can’t beat the cost-cutting convenience of Pole-Master. At the flick of a 
ver, powerful hydraulic cylinders move the derrick to the position that’s exactly 
izht for the hoisting job. There’s no exposed mechanism. Head sheave can be 


threaded from the ground. 
1en it comes to capacity, Pole-Master equals or surpasses conventional derricks 


W! 
comparable rating. It stows above the body... never obstructs valuable cargo 


0 
area space. 
Aren’t these the features you’ve long wanted in a derrick for your job? 


McCABE-POWERS 
AUTO BODY COMPANY 


5930 NO. BROADWAY «+ ST. LOUIS 15, MO. 625 CEDAR ST. + BERKELEY 10, CALIF. 


~ 
\ 
Series HD-2 Pole-Master The Series HD-4 Pole- 
Derricks can be furnished \ Master, actuated by four 
in sizes for handling hydraulic cylinders, 
40’ and 55’ poles. \ handles 55’ and 70’ poles. 





The powerful Series PM-2 Pole-Master 
shown above on a Powers-American 

Series 800-C Line Body, is available i 
sizes for handling 40’, 55’, and 70’ pole: 


DESCRIPTIVE 
LITERATURE 
..-plus complete 
price information 
IS YOURS FOR 
THE ASKING! 


Powers-American 
conventional derricks, 
tripod or T-type, are 
available in all sizes 
and capacities. 


a article on ““A Sound Stockholder 
Relations Program,” beginning on 
page 373, will be found a practical and in- 
formative discussion on a subject on 
which comparatively little literature has 
been developed. While many public utility 
companies have maintained stockholder 
relations along lines suggested by Hat D. 
STEWARD of McLean, Virginia, manage- 
ment people will be interested in checking 
their own practices against this author’s 
ideas. It is a “how-to-do” program setting 
up steps from the start of the idea to the 
final determination of the limitations. It 
raises such questions as who should be 
responsible for final policy decisions re- 
garding stockholder relations programs 
and goes to the heart of the problem of 
what actually can be done, and how to 
create and maintain the friendship and co- 
operation of the stockholder: 


Mr. STEWARD is an Army Lieutenant 
Colonel who is at present chief of the 
community relations branch, office of the 
chief of information, Department of the 
Army. His background includes free-lance 
writing, newspaper reporting, and public 
relations assignments. He is a member of 
the American Public Relations Associa- 
tion, and was awarded a certificate of out- 
standing achievement in the 1953 annual 
awards competition of that organization. 


* * *K ok 
. : SHE article beginning on page 380, en- 


titled “Should Government Power Be 
Taxed?” presents interesting questions 





HAL D. STEWARD 


PAGES WITH THE EDITORS (Continued) 


regarding the taxation of the Tennessee 
Valley Authority or payments in lieu of 
taxation and the untaxed distribution or- 
ganizations. The author is PROFESSOR 
FRANKLIN H. Cook of the College of 
Business Administration at the Pennsyl- 
vania State University. Here we have a 
power system primarily supplying energy 
to the federal government. But now we 
find municipalities and nongovernment 
consumers claiming some sort of equity 
in the system by reason of the rates they 
have paid in the past. Where will owner- 
ship and control of TVA vest if and when 
TVA management repays all of its capital 
investment to the United States govern- 
ment? What practical course could be 
taken to eliminate the recurrent and vexa- 
tious criticism if TVA enjoys unequal ad- 
vantages in the field of tax obligations ? 


ProFEessor Cook was born in Vicks- 
burg, Pennsylvania, and educated at Buck- 
nell University (AB, ’33) ; Duke Univer- 
sity (LLB, ’36) ; and Pennsylvania State 
University (AM, ’40). Prior to joining 
the faculty of the College of Business Ad- 
ministration of the Pennsylvania State 
University in 1937 as an instructor, he 
was a cost accountant with the Armstrong 
Cork Company at Lancaster, Pennsyl- 
vania. He became associate professor in 
1946 and full professor in 1954. 


x_ * *€ & 


X& these lines are written the tempo of 
congressional activity is increasing 
with respect to a number of measures of 
interest to public utility industries. There 
is the question of building atomic power 
plants and the supplemental questions of 
insuring the same and providing for Hold- 
ing Company Act exemption of private 
company operators. There is the long- 
awaited bill to ease the regulatory burden 
of gas producers. In forthcoming issues 
we hope to cover and analyze these devel- 
opments as they occur. 


THE next number of this magazine will 
be out March 28th. 


A, Gti. 
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4 FOR FINDING LOST MOONS OR LOST DOLLAR 


‘he Remington Rand Univac is now bringing to the That’s because Univac is able to digest countless 

world of business the same uncanny accuracy and facts and figures in the twinkling of an eye. ..review 

»st-cutting speed that has accomplished so much for _ those facts, sift them . . . then come up with the an- 

the scientific world, swers management needs for the basis of enlightened 

For science, Univac has pinpointed the tiny, 15- action. Univac can also process — automatically — 

-ile-thick eighth moon of Jupiter, lost for over 16 the routine reports and records necessary to the suc- 

\ ears on an eccentric orbit 500 million miles away. cessful maintenance of a commercial organization. 

or business, Univac is locating and saving those lost Univac brings a bright new outlook to the field of 

lars that go down the drain of wasteful systems business administration. And the companies that are 

# id procedures. beginning to realize its full potential are getting a 
ae tremendous jump on competition. 

For more information on the Univac System, write 

for EL292,a twelve-page booklet called ‘‘Univac II.” 

Room 1359, 315 Fourth Ave., New York 10, N. Y. 


med in s+2 U.S. Hic Stay : DIVISION OF SPERRY RAND CORPORATION 
ers ¢:: Univac | » Univac Il « Univac Scientific » Univac File-Computer » Univac 60 « Univac 120 + Univac High-Speed Printe 








Coming IN THE NEXT ISSUE 


(March 28, 1957, issue) 
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COMPENSATING FOR SHORTAGES OF UTILITY ENGINEERS 


It is well known that public utility industries are finding the shortage of trained engineers 
just as embarrassing and difficult as many other industries that fill the daily newspapers 
with their advertisements to attract such professional specialists. And certainly the 
manufacturers of utility equipment and appliances feel the effect of engineer short- 
age. Alfred M. Cooper of Indio, California, who has written several books on employee 
relations and personnel matters in the utility industry, has some suggestions of value 
for management people who are confronted with the problem of filling the gap caused 


by the shortage of trained engineers. 


AN EXPANDING KILOWATT ECONOMY 
The picture drawn by Edward A. Fontaine on the expanding status of the electric 


utility industry in our Americaff economy is one which will be of interest not only to 
the electric utility people but those engaged in other public utility work, as well as the 
regulators. Mr. Fontaine, who is manager of the electric department of Stone & 
Webster Service Corporation, has introduced some growth pattern charts which may 
even startle readers of this specialized publication. To some it might appear exag- 
gerated, but anyone in a mood to bet where the line of electric utility capacity will be 
in the year 2000 or the year 2100 would do well to fortify himself by reading Mr. 


Fontaine's carefully marshaled statistics and his objective construction of the same. 


WRIT 
Bill Ai 


RESULTS OF LOW-COST FEDERAL FINANCING OF HYDRO PROJECTS 


Dr. John Bauer, well known to many in the utility industry for his long-time leadership 
of the American Public Utilities Bureau in New York, makes no bones about his pref- 
erence for public ownership and operation of the electric utility business. Dr. Bauer 
further makes it clear that he is for the welfare state. Yet, in taking issue with argu- 
ments by a Maryland University professor of economics in an earlier issue of this 
magazine, this author develops some provocative arguments in favor of low-cost federal 
financing of hydroelectric projects. He concludes that, subsidy or no subsidy, main- 
tenance of a stable and total national economy under modern technology must be 


accepted as an outright federal responsibility. 


* 


Also + «+ + Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Convert this paper 
into cash income! 


Send your monthly customer billing 

tapes or Bill Register Sheets to us for 
analysis by our “Bill Frequency Analyzer.”’* 
We'll come up with reports that can 

protect and increase your revenues. 


In “one step” the Bill Frequency Analyzer 
converts figures so swiftly and 

accurately, you. get rate analyses in a matter 
of weeks instead of the months required 

by other methods. You get comparative 
figures when they mean something, changes 
in consumption patterns are spotted 
immediately. A 12 month analysis as 
opposed to a few month’s “sampling” is 

not Open to question when figures are 
submitted to Rate Commissions. 


R & S specializes in serving utility 
companies throughout the country — 
whatever is needed — minimums, 
demand rates, reports in any form, 

R & Sis your data processing center. 


WRITE Dept. P-1 for our booklet, “The One Step Method of 
Bill Analysis” it describes this service in detail. 





Frank LEAHY 
Former football coach, University 
of Notre Dame. 


RayMonp MoLey 
Columnist. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


HERBERT HOOVER 
Former President of the 
United States. 


Dore SCHARY 
Former chief of production, 
Metro-Goldwyn-Mayer Studios. 


Lewis B, LUNDBORG 
Vice president, Bank 
of America. 


RoBeRT WILSON 
Chairman of the board, Standard 
Oil Company of Indiana. 


DouGLas MAcARTHUR 
Chairman of the board, Sperry 
Rand Corporation. 


BEN MOoREELL 
Chairman of the board, Jones & 
Laughlin Steel Corporation. 








“There never was in the world two opinions alike.” 


—MOonTAIGNF 





“When the going gets tough, the tough get going.” 


“Wherever federal money goes, the bureaucrats are 
close behind.” 
* 


“...an economy that rests on government aid rests on 
the shakiest of foundations. For what government can 
give, government can take away.” 


» 


“Human history, with its forms of governments, its 
revolutions, its wars, and in fact the rise and fall of na- 
tions, could be written in terms of the rise and fall of 
ideas implanted in the minds of men.” 


- 


“Public relations—human relations ; there is actually 
very little difference between them—only the difference 
we allow there. And to keep that difference to its 
absolute minimum is a job for all of us .. .” 


> 


“With all the progress in engineering and the physical 
sciences, the human factor is still the most important. 
The further we go in automation and the faster we go 
in developing machines to take the place of people, the 
more important people become. But the people must be 
of a higher and higher order.” 


cd 


“We must do more at all levels of education to better 
understand what we have, how we got it, and what we 
must do to preserve it. And we must make sure that our 
schools build ideals as they build knowledge. There is 
nothing more dangerous in the world today than high 
intelligence coupled with low ideals.” 


* 


“Reasonable taxation is of course an essential of gov- 


. ernment, but when taxation is used as a social regulator 


it becomes a menace to freedom. . . . Its excessive appli- 
cation can reduce free men to serfdom, can destroy 
initiative, absorb the capitalistic system, and level rep- 
resentative government to Sovietism.” 


“Government cannot give away what it does not pos- 
sess. Government does not produce the economic goods 
it promises to dispense. People produce them. Before 
government can give you anything, it must first take it 
away from someone else. Conversely, before it can give 
somebody else anything, it must first take it away from 
you.” 
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Help yourself, Mr. Executive, 
... to the perfect place to grow 


In America’s rich Industrial Heartland—Ohio, Pennsylvania, caenenaais 
West Virginia, Kentucky, New York, Virginia and Maryland— 170b MesOORNRE Wek., eungnenten, @. Wh 


there’s natural gas in abundance to help you produce better—for UNITED FUEL GAS COMPANY 
l . Ba ° ’ Amere Gas Utilities Company 
ess. It’s a precision tool, an economical fuel, and one of nature’s Atlantic Seaboard Corporation 
° . Central Kentucky Natural Gas Compan 
most versatile raw materials. Virginia Gas Distribution Corporation ? 


Add these other advantages . . . Markets, Materials, Labor, tee ego te ventas 
Transportation, Reasonable Taxes . . . and you will see why it’s THE OWIO FUEL GAS COMPANY 
The Perfect Place To Grow. Natural Gas Company of West Virginia 

* PITTSBURGH GROUP COMPANIES 
¥ 806 UNION TRUST BUILDING, PITTSBURGH 19, PA. 


“ THE MANUFACTURERS LIGHT AND HEAT COMPANY 
i Binghamton Gas Works 

% Cumberland and Allegheny Gas Company 

a The Keystone Gas Company, Inc. 


Home Gas Company 


120 EAST 41ST STREET* NEW YORK 17, N. Y. 
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“Today marks an event of historic significance 
in man’s development of the atom for 
peaceful purposes. The reactor we are placing 
in operation today is the first of a 
generation of such reactors designed to provide 
electric power for our factories and 

our homes, power upon which the strength 
and future well being of this country 
vitally depends.” 


from Dedication address, Feb. 9, 1957, by 
Rep. Carl T. Durham, Chairman, Joint Congressional 
Committee on Atomic Energy. 


ENGINEERS 


CHICAGO 3, ILLINOIS 















EXPERIMENTAL BOILING 
WATER REACTOR PLANT 


Argonne National Laboratory 
Lemont, Illinois 


TURBINE RATING 
5000 kw—600 psig —- 488° F 


ENGINEERING AUTHORIZED 
August 25, 1954 
FULL POWER GENERATION 
December 29, 1956 
FORMAL DEDICATION 
February 9, 1957 





me? at 





ul 


4 





metal buildings 


PROVIDE COMPLETE 
WEATHER-TIGHT PROTECTION 





Parkersburg metal buildings with unique weather-sealed 
joints are the practical answer to quick expansion problems. 
Parkersburg buildings are pre-engineered for easy assembly 
into attractive, rugged, maintenance-free buildings right on 
the construction site. These top-quality units can be enlarged 
or moved to meet changing space requirements. 
The a is In — From tool sheds to large factory buildings Parkersburg 
unique “seven-fold" joint! installations are saving and serving in hundreds of different 
ways right across the board in industrial and commercial 
applications. It will pay you to look into this modern, low-cost 
way to provide additional facilities. Write to Department C-1. 


60 Years of Successful Service! 
THE PARKERSBURG RIG & REEL COMPANY 


Division of Parkersburg-Aetna Corporation 
Parkersburg, West Virginia 


This panel lock- 

ing arrangement pro- 

vides a true weather- 

tight seal in a rigid joint. All 

Parkersburg metal buildings Factory Locations: 

employ this feature as proof Parkersburg, West Virginia 
against driving rain, dust, snow, Pomeroy, Ohio BUILDING 


and high winds. Coffeyville, Kansas ) 
Houston, Texas 


Building Division Sales Offices: 
Dallas, Atlanta, New York, SivEsran 
Chicago, Parkersburg 


Cota 


‘WISE IN THE WAYS METAL BUILDINGS"”’ 








A question for every electric utility 







CAN LOAD GROWTH 
BE HANDLED 
WITH LOWER 
INVESTMENT COSTS*% 
























Our unequivocal answer to this ques- of site and size for permanent installations 


tion is, “Yes . . . and with greater power Electro-Mobile Power provides the bast 
hed a 

flexibility too. for just such a program. It can be moved 
Demand for electric power cannot al- from one load center to another. It can bé 


ways be controlled. Today’s budding load used in multiples to handle either building 
growth area may well fall short of tomor- or diminishing demand. In short, it ca re 
row’s expectations. follow the demand until such time as ig ™ 


becomes economic to build permanent facil 
ities in the most advantageous location 


The point is this: planning for increased 
power facilities necessarily precedes poten- 


ees 


tial requirements by two to three years. Can load growth be handled with lowe! 
Must, that is, unless a method can be investment costs? We think joint analysis 0 
devised that will permit the economic em- your own growth plans is the shortest wa 
ployment of units of power to handle load to an affirmative answer. Let’s discuss it 
requirements as they develop, thus permit- Contact your nearest Electro-Mo‘ivé 


ting a more realistic, longer-range selection representative for details. 
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seme Be 





As demand increases in the load growth area, erected in the most economical and desirable loca 
Electro-Mobile rail units like this can be added or tion. Electro-Mobile units offer the most advan 
subtracted in 1000 kw increments to match power electrical engineering, equipment and controls. Ra 
requirements exactly, at lowest cost. After demand units may be placed on sidings as shown here 0: 
has been established, permanent facilities can be mounted on piers for semi-permanent use. 





Electro-Mobile trailer unit is remarkably 
adaptable to many temporary uses because 
of its quick mobility. Trailer units have 500 
kilowatt capacity. 


“~LECTRO-MOTIVE DIVISION 
SZENERAL MOTORS seiuacrance, wunois 


ves Offices in Chicago, New York, ¢t. Louis, San Francisco 



















Dodge 600 _ 
with Van Body 






Dodge P300 
Forward-Control 








Dodge 500 
Stake 


Dodge 400 
with Beverage Body 


Special bodies fit readily 
on any Dodge chassis 
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most POWER OF THE 
LOW-PRICED 3 


Dodge T900 
Tandem 











Dodge 800 
Tractor 





Dodge C.0.E. 700 
Tractor 










In every weight class 
Dodge Power Giants give you an extra bonus of power. 

From 204-hp. pick-ups to 232-hp. tandems, Dodge V-8's outpower the “other two” 
by as much as 31%. This extra power reduces engine strain, saves wear. What's 
more, Dodge engines, both V-8’s and 6’s deliver full power on regular gas. 

Dodge hauls more payload, too . . . up to one-third more. And Dodge offers | 


major advantages in driving ease, cab comfort and prestige-building good looks. 
See for yourself. Your Dodge dealer has a Power Giant to meet every trucking need. 
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DO A BETTER COMMUNICATIONS 
JOB WITH MOTOROLA MICROWAVE 


Motorola multi-channel microwave facilities can transmit: 
VOICE » CONTROL - COMMUNICATIONS + VIDEO 


ECONOMICAL The most economical type of multi-channel es 
communication, ap 
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EASY TO EXPAND Channels can be inexpensively added. ee “ee 


WEATHERPROOF Maximum protection from failure due to 
snow, ice, rain, lightning, and high winds. 
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VOICE 
private line and party 
VERSATILE Spans rivers, swamps, mountains, and busy city line, manual and dial 
streets with ease and is virtually unlimited in length. telephone circuits : % ; 


i ara 
PRIVATE Owner has complete control of communications facilities 
at all times; narrow beam assures private communication. rs 
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: ae x 





—_ : : s . / 
transmission, and centralized control in order to provide better protection CONTROL 


of personnel and property, better service, and more efficient operation. , supervisory control, remote 
Motorola microwave can provide the complete communications system ’ control, remote 

i i indicati 
needed for this type of operation. indication 


3 Modern industry is increasing the emphasis on automation, data EF -£ 


More miles of MIGROWAVE—IN and OPERATING 


Working dependably over the years, Motorola microwave systems 
F ranging from 7 to over 1000 miles in length are operating in all = 

types of applications and in all kinds of weather. This greater Nt 
acceptance and experience means engineering and production COMMUNICATION 
“know how’’—equipment which performs better, lasts longer, sty pee 

and costs less to maintain. These extra dividends repeatedly a. 
appear in operational records of Motorola users. 
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PARTIAL LIST OF POWER-UTILITY INSTALLATIONS 


Arkansas Power & Light Co. Kentucky Utilities Co. 

Pacific Gas & Electric Co. Lovisiana Power & Light Co. 

Southern California Edison Co. Cleveland Electric 'luminating Co. 

Northern Indiana Public Service Co. Ohio Power Co. 

Idaho Power Co. Oklahoma Gas & Electric Co. : VIDEO 
Central Illinois Public Service Co. Pacific Power & Light Co. monochremeand:color 
Illinois Power Co. Bonneville Power Administration (USDI) TY, radar data 
Konsas Power & Light Co. Ohio Valley Electric Corp. * 


AA MOTOROLA 


COMMUNICATIONS & ELECTRONICS, INC. 


The Complete Supplier of Radio Communications Systems 
Motorola Communications & Electronics, 1400 N. Cicero Ave., Chicago 51, Illinois 
A Subsidiary of Motorola Inc. 











































































Whether in general operations, financing, enging 
ing or other business matters, the consulting 
advisory services of Commonwealth can be of me 
rial assistance. 

These services are integrated with the pl 
and policies of client management in accompli 
ing the desired objectives. Commonwealth exp 
ence is built on work covering many states 
companies, in operations varying from a few ¢ 
ployees to thousands, and in projects from af 
dollars to many millions. 2! 

Commonwealth is an independent organizatige 
built on a business record of 50 years, and whim i 
owned by officers and employees. be 
Let our booklet tell you more. es 









COMMONWEALTH SERVICES INC. ee = séperascua 
INSURANCE ACCOUNTING 
New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex. PURCHASING 
GAS OPERATIONS 
CORPORATE 


300 PARK AVENUE, NEW YORK 22, NEW YORK PENSIONS AND WELF.RE 


BUSINESS DEVELOPMENT 
INDUSTRIAL RELATION: 
PUBLIC RELATIONS 
STOCK TRANSFER 
PROXY SOLICITATION: 
GENERAL CONSULTAT!ON ’ 
ENGINEERING— 
CONSULTING AND DESIGN 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 
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Q-Panel walls grace the new Elrama Power 


Why fine new power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Ro bertson Please send a free copy of your Q-Panel Catalog. 


Q-Panels =“ 
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H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° (PITTSBURGH 22, PA. 


Offices in Principal Cities 
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One of three C-E Controlled Circulation Boilers for 
a Southern Utility. Capacity each—165,000 kw; oper- 
ating pressure 2450 psi; superheat temperature 
1050 F, reheat 1000 F 


The Outstandine 


In 1956, the most notable trend in power plant practice was the lar; 
scale adoption of the 2400 Ib pressure cycle. In this pressure ran 
the utility industry purchased more than twice as many C-E units 
they did in 1955. These units range in size between 125 mw a 
325 mw. Operating pressures at the turbine throttle rance fro 
2400 psi to 2620 psi. Of course, all are Controlled Circulation Boile 
and 3 units are of the C-E Sulzer “once through” design. «ll uni 
are equipped with C-E Tilting Tangential Burners and, in th~ larg 
sizes, a number are of the C-E Twin Furnace design. 


COMBUSTIO 


Combustion Engineering uildi 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTORS 


- 





One of 
Mid-We 
operati 


Orde; 
icludit 
nits Wi 
atts,” 
roven 
oiler fi 
D its ou 
avail 


The « 








eett ran: —th 
x tp [Sate = om oe 6a aD re | 
f ¥ a 
é rm f 
~ O Otte | 
4 |e et SR SESS 
j » 
Sr * ate 
ant “ ya 
by oC } 
i hy ae | H 
ee atten i —s i 
Ps in ae 
oy ve | 
{ 4 {t 
| || § 
f heehee pet ae hte TN i ee oe 
rf + > 4 jyemgomaee Fa ; ars ] eee ——— 
C + cs | i} + 41 T + 





ok ae ae an | 
"J Ae “4 if 1 a 4+y- sabes oat be ¥ 

. 1 . 

Co tell \ — SH mee MN SNES sew 

} cohen oS jt men | m4) 

u : ry 

. a= ‘} 

mid 4 aol} || 

fo ht \; 

Abi 4 


One of two C-E Controlled Circulation Boilers for an 
Eastern Utility. Capacity each — 200,000 kw; operating 
pressure —2460 psi; superheat. temperature 1050 F, 
reheat 1000 F 


One of two C-E Controlled Circulation Boilers for a 
vid-Western Utility. Capacity each — 200,000 kw; 
operating pressure — 2500 psi; superheat temperature 
050 F, reheat 1050 F 


PSI 


Power Trend of 1956 


Orders placed for C-E Boilers in this pressure range, ordered since 1950—covering a range of turbine throttle 
icludin: three purchased prior to 1955, now total 32 pressures from 1500 to 2620 psi—now totals well over 
tits with an aggregate capacity of over 5,500,000 kilo- 16-million kw of which approximately 5%-million kw is 
atts. This remarkable record is attributable to the in service. The cumulative service of these installations 
foven suitability of the C-E Controlled Circulation is equivalent to more than 60 boiler years. 
oiler fc. the highest range of sub-critical pressure and As this record demonstrates, Combustion designs have 
® its ou standing performance, especially with respect anticipated advancement in power practice and have 
D avail: vility. made a significant contribution to the all-important in- 
The c..yacity of all C-E Controlled Circulation Boilers dustry objective of achieving ever lower generating costs. 


NGINEERING 


00 Maciison Avenue, New York 16, N. Y. 
APER MILL EQUIPMENT: PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIPE 








PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 


Fort Patrick Henry 


Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


Typical Users of 








Newport News Equipment 


LOCATION 
Tennessee 
Texas 
Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 
Texas 
Alabama 












General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pump*, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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Thursday—14 








ional Electrical Manu- 
wiurers Association ends 
lay winter meeting, Chi- 


cago, Ill. 


Friday—15 


National 

Corrosion Engineers ends 

5-day meeting, St. Louis, 
Mo. 


Association of 


Saturday—16 


Southeastern Electric Ex- 
change will hold annual con- 
ference, Boca Raton, Fla. 
Apr. 1, 2. Advance notice. 





Sunday—17 


American Water Works 
Association, Southeastern 
Section, begins meeting, 
Charleston, S. C. 
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al 


hitute 
necrs begins annual nation- 


Monday—18 


of Radio 


mention and radio en- 
gincering show, New York, 


ae 


Engi- 


Tuesday—19 


American Meteorological 
begins meeting, 


Chicago, Il. 


Society 


Wednesday—20 


American Water Works 

Association, Illinois Sec- 

tion, begins annual meeting, 
Chicago, IIl. 





Thursday—21 


New England Gas Associa- 
tion begins annual meeting, 
Boston, Mass. 
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Friday—22 


fic Coast Electrical As- 
tion, Engineering and 
ating Section, ends 2- 
neeting, Los Angeles, 


Cal. 


Saturday—23 


National Industrial Confer- 
ence Board will hold atomic 
energy courses for manage- 
ment, Rye, N. Y. Apr. 1-6. 
Advance notice. 


fed 





Tuesday—26 


ui Valley Electric 
iation will hold engi- 


ng conference, Kansas 


3-5. Ad- 


Mo. Apr. 


vance notice. 


Wednesday—27 


American Power Confer- 
ence begins, Chicago, Ill. 





Sunday-—24 


Independent Tele- 


Towa 


phone Association will hold ° 
Des 


annual — convention, 
Moines, Iowa. Apr. 2, 3. 
Advance notice. 


Monday—25 


Electric Meter Institute be- 

gins annual session, Univer- 

sity of Denver, Denver, 
Colo. 








Thursday—28 
Oklahoma Utilities Asso- 
ciation begins annual con- 

vention, Tulsa, Okla. 





Friday—29 


Texas Telephone Associa- 
tion ends 2-day annual con- 
vention, San Antonio, Tex. 
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Courtesy, Texas Eastern Transmission Corporation 


Gas Compressor Station 
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The Capitalization of Interest 


Interest during construction has usually been allowed 

as part of the cost of utility property, but this article 

raises and discusses some interesting questions as to the 

allowance when money is not borrowed for construc- 
tion purposes. 


By JOHN H. BICKLEY* 


Preface 


HE capitalization of interest during 

construction requires consideration 

of accounting principles and eco- 
nomic theory. One possible effect raises a 
question of law. Business policy is like- 
wise involved, but will not be reviewed 
here. 

When a thing is done, the reason or 
reasons why may be useful knowledge. 
And the logical sequences of the act should 
be understood. It has been said that any 
principle pushed to its utmost logical con- 


* Consultant, Skokie, Illinois. For additional per- 
sonal note, see “Pages with the Editors.” 


clusion becomes an absurdity. If this is 
the possible fate of a principle, the reason 
for the absurdity should be known, so 
that the usefulness of the principle can be 
judged. 


HE Capitalization of interest on a 

company’s own (proprietary) funds, 
which is the main topic of this inquiry, 
employs a principle that is not carried to 
its logical conclusion. But perhaps, as Dis- 
raeli remarked: “A precedent embalms a 
principle,” or, it may be, as Lincoln said: 
“Important principles may and must be 
flexible.” 
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— the eight postwar years 1947- 
54, which was a period of unprece- 
dented construction activity, the larger 
electric utility companies alone charged as 
a construction cost $347.2 million of in- 
terest. This was not a major component 
of cost; nevertheless it is a substantial 
sum. As a result of these charges, interest 
costs were reduced 14 per cent, net income 
was increased 5.4 per cent, and earnings 
on common stock equity were increased 
6.3 per cent. A portion of the total interest 
capitalized was on proprietary funds. 
Hence an inquiry into the theory under- 
lying these charges is pertinent to an un- 
derstanding of utility profits. 

The discussion that follows does not 
suggest that when a capital expenditure is 
contemplated, a decision as to the financial 
feasibility of the project should not take 
into consideration, first, interest on all 
construction expenditures, and, second, 
how the investment is to be financed. The 
interest rate that is used to determine the 
interest component of total cost might be 
the same, regardless of the means of 
financing. The funds might be obtained by 
borrowing, by sale of stock, or from re- 
tained earnings and depreciation accruals. 
This may appear to support a conclusion 
that interest should be capitalized on a 
company’s own funds used for construc- 
tion. Under certain circumstances, such 
interest should be capitalized, under others 
it should not, as will be explained. 


The Importance of Plant Cost 


iene is not much uniformity in the 

accounting practices of corporations 
with respect to the capitalization of inter- 
est. There is no complete uniformity in 
the utility industry, and practices of indi- 
vidual companies have changed, even in 
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recent years. But the plant accounting 
practices of public utilities are of major 
importance, because of the large invest- 
ment in plant, and because such invest- 
ment is an element in the determination 
of reasonable rates and earnings. 

In a consideration of the accounting 
procedures of public utilities and common 
carriers on the one hand and manufactur- 
ing, mining, and other types of business 
enterprises on the other, recognition must 
be given to fundamental economic and 
legal differences. The first group is sub- 
ject to certain restrictions imposed by 
public regulation; the second possesses a 
wider range of freedom. When an inves- 
tor commits his funds in an industrial en- 
terprise, he does so with the knowledge 
that the company’s earnings will not be 
limited to a certain amount or rate. In 
contrast, the investor in a public utility 
makes his commitment with the realiza- 
tion that the earnings of the utility are 
subject to public control, that the business 
may not charge all the traffic will bear, 
and that profits are limited. After a manu- 
facturing enterprise begins operations, it 
may compensate its shareholders to any 
extent for their failure to receive income 
during the period of construction, depend- 
ing only upon the earning capacity of the 
business. 


I N an industry in which the prices charged 
are unregulated, there is little or 
no relationship between the cost of prop- 
erty and the prices that are charged. For 
this reason, a meticulous accounting for 
investment is not essential from a business 
viewpoint, and a failure to capitalize the 
less direct elements of construction cost, 
real or hypothetical, causes no loss of in- 
come. However, in the case of public serv- 
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ice companies, the reasonableness of prices 
may be passed upon by a regulatory body, 
and, by any theory of regulation, the cost 
of property is an important element. Con- 
sequently, it is far more essential for utili- 
ties to include in construction costs every 
proper item of such cost. A failure to do 
so can result in loss of earnings, because 
capitalized interest, for example, affects 
both the rate base and earnings. 


Prescribed Systems of Accounts 


_— the differences among indus- 

tries and among regulated enterprises, 
there is an important difference in the 
accounting rules governing railroads and 
those governing electric, gas, and tele- 
phone companies. All prescribed systems 
of accounts permit the capitalization of 
interest on borrowed funds; but the rules 
governing railroads prohibit the capitali- 
zation of interest on proprietary funds, 
while those prescribed for other classes of 
utilities permit the capitalization of such 
interest. 


= 


Basically, the theory of cost is the same 
whether reference is made to production 
or operating costs or to construction costs. 
And if a certain item is a cost, it may be 
either a current expense or a capital cost, 
with the exception of taxes on income, no 
part of which is a cost of construction. 
Thus, labor, materials, or interest on bor- 
rowed funds may be either a current cost 
of the business or a cost of construction, 
depending upon the purpose of or the cir- 
cumstances surrounding the expenditure 
or accrual. 

But what occurs when interest on pro- 
prietary funds is capitalized? Prescribed 
systems of accounts should be reviewed 
further. According to the Uniform Sys- 
tem of Accounts for Telephone Com- 
panies, prescribed by the Federal Com- 
munications Commission, the amount of 
all interest capitalized is credited to an in- 
come account. According to the systems 
adopted for other utilities by the National 
Association of Railroad and Utilities 
Commissioners and those prescribed by 


TABLE I 


Before 


Invested Capital 
Bonds—3% 


— 
(a 
$ 5,000,000 $ 6,000,000 $ 5,000,000 $ 5,000,000 


5,000,000 


Additional Financing by 


Stock 
Bonds 9% 
(b) 


3% 
(d) 


(c) 


5,000,000 6,000,000 6,000,000 





Total invested capital . $10,000,000 $11,000,000 $11,000,000 $11,000,000 





Shares of stock 


50,000 


50,000 60,000 60,000 





Income 
Gross income 


600,000 $ 600,000 $ 600,000 $ 600,000 





Interest at 3% 
Interest capitalized (credit) 


150,000 


0 


150,000 
( 90,000) 


180,000 
( 30,000) 


150,000 
( 30,000) 





Net interest 


150,000 


150,000 120,000 60,000 





450,000 $ 450,000 $ 480,000 $ 540,000 





$9 
363 


$9 
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$9 $8 
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the Federal Power Commission and nu- 
merous state commissions, the amount of 
interest capitalized is credited to an ac- 
count, “Interest Charged to Construction 
—Credit,” in the gross income deduction 
section of the income account. But the 
net effect of these systems is the same; 
the difference is in classification. 


Results of Capitalization of Interest 


HERE may now be examined the re- 

sults of the capitalization of interest, 
and especially the effects in regard to 
profit. When an expenditure or an accrual 
for an amount payable, such as debt in- 
terest, is capitalized, it is because a cost 
has been incurred, and the cost is due to 
construction. Profit is not affected in any 
way. But when imputed interest on pro- 
prietary funds is capitalized, there is a dif- 
ferent result—reported profit is increased. 
To observe these different results, two 
hypothetical cases will be presented. 

Let it be assumed that a company has 
outstanding $5 million of 3 per cent bonds 
and $5 million of common stock, includ- 
ing reinvested earnings. The company re- 
quires an additional $1 million to finance 
a construction project that requires one 
year to complete. The money is raised 
before construction begins. In one case, it 
is assumed that the $1 million is obtained 
by the sale of 3 per cent bonds; in the 
second case, it is assumed that common 
stock is sold to obtain the required funds. 
It is assumed, further, that earnings dur- 
ing the construction period are $600,000. 
This would be 6 per cent on the $10 mil- 
lion of invested capital before additional 
securities are issued. What happens to re- 
ported profit when interest is capitalized? 
Table I (page 363) gives the answer. The 
effect of income taxes is not reflected in 
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this table and those that follow, because 
this does not bear upon the principle dis- 
cussed. But if gross income after taxes is 
to be the same, according to the two as- 
sumptions, gross income before taxes 
would be different. 


_” basically different results are 

shown by Table I. First, when the 
additional financing is by bonds, the net 
interest of $150,000 and the profit of 
$450,000 are the same as they would have 
been had there been no additional con- 
struction. The interest capitalized is offset 
by an equal increase in interest payable. 
In contrast, when the additional financing 
is by stock, the net interest charge is re- 
duced by the amount of interest capital- 
ized, even though interest payable is the 
same as it was before the stock issue. Re- 
ported profit is increased by the amount 
of imputed interest charged to construc- 
tion. 

Two different rates of imputed interest 
on stock, 3 per cent and 9 per cent, are 
used in Table I. With the 3 per cent rate, 
the same as on debt, reported profit is 
$480,000, which is 9.6 per cent, or $9.60 
a share, on the original 50,000 shares, but 
$8 a share on the 60,000 shares outstand- 
ing after additional financing. With the 
9 per cent rate, reported profit is $540,- 
000, which is $10.80 on the original 
shares, but $9 on the 60,000 shares. Thus, 
in order to report the same rate of profit 
on $6 million of stock as on $5 million, 
imputed interest would have to be capitdl- 
ized at 9 per cent, assuming $600,000 of 
gross income. This may appear to be a 
reasonable condition. But let us examine 
the matter further. What theory or cir- 
cumstance would justify a difference in 
the dollar amount of reported profit when 
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TABLE II 


Income 
Gross income 
Interest on debt 
Interest to stock 


Interest capitalized 


Net interest 


Interest on Stock at 


Per 
Accounting 
System 2% 6% 9% 
(a) (b) 


(c) (d) 
$600,000 $600,000 





150,000 
— 120,000 
(60,000) * (20,000) (60,000) 


150,000 
360,000 


150,000 





90,000 250,000 


450,000 600,000 





$510,000 $350,000 $150,000 0 


* Assumes capitalization of imputed interest at 6 per cent. 





construction is financed by debt and when 
financed by stock? There might be two 
answers to this question. 


Interest on Equity Capital 


Res: there is an economic theory that 

interest on the capital provided by the 
owners of a business, including the equity 
of common shareholders, is a cost, like 
debt interest, which must be deducted 
from sales or income before profit can be 
determined. But this profit would be dif- 
ferent in nature from commercial profit. 
If this theory is correct and one that 
should be adopted for accounting and 
business purposes, all or a part of what is 
called profit in business usage would be 
interest. Indeed, while a profit might be 





shown in financial statements, there may 
be a loss in an economic sense. 

The increase in reported profit, result- 
ing from the financing by additional com- 
mon stock and the capitalization of inter- 
est thereon, is due to the theory that im- 
puted interest on such stock is a cost. Be- 
ing a cost, the interest may be capitalized ; 
and as a result of its being capitalized, 
profit is increased. Hence, the increase in 
profit results from construction. When the 
additional financing is by debt, and inter- 
est is capitalized at the same rate as the 
interest paid, profit is not affected. Con- 
struction does not produce a profit. 

The theory should be pursued to its 
logical conclusion. If a portion of the cost 
is a proper charge to construction, the 
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total imputed cost should be charged 
against current income, before profit is de- 
termined, as in the case of debt interest. 


We are the possible effects of this 

theory? Several hypothetical cases 
will be examined. In Table II (page 365), 
gross income is again assumed to be 
$600,000, and the results are shown when 
imputed interest on the total stock equity 
is not charged as a current cost, and when 
it is. Different rates of interest are used. 

When interest is capitalized at 6 per 
cent, but imputed interest on total stock 
equity is not treated as a current cost, re- 
ported profit is $510,000, column (a). 
When total imputed interest is charged at 
6 per cent, reported profit is $150,000, col- 
umn (c). When the rate of interest is 2 
per cent, reported profit is $350,000, and 
when it is 9 per cent, no profit is shown. 

Next, in Table III (page 367), gross 
income is assumed to be $440,000. The in- 
dicated results range from a loss of $160,- 
000 to a profit of $350,000. 

Finally, in Table IV (page 369), it is 
assumed (1) that gross income is equal to 
interest on debt, and (2) that gross in- 
come is zero. 

Here is another interesting array of 
profit and loss. In column (a), where 
gross income is just equal to bond inter- 
est, a profit is nevertheless reported, due 
to the capitalization of interest on equity 
funds. This would not have been the case 
had the financing been by bonds. Had con- 
struction funds been provided by the sale 
of 3 per cent bonds, and a 3 per cent capi- 
talization rate been used, the net interest 
would have remained $150,000. In column 
(b) where gross income again equals bond 
interest, but interest on common stock is 
charged as a cost, there is a loss of $300,- 
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000. In column (c) even though there is 
no income available for debt interest of 
$150,000, a loss of only $90,000 is shown. 
Had the financing been by debt, the loss 
would have been $150,000. In column 
(d), where again there is no income avail- 
able for debt interest, there is a loss of 


$450,000. 
Equalization of Profit 


[ has been seen, in Table I, that in order 

to have the same rate of reported profit 
on the additional stock as on the original, 
or $9 a share, imputed interest would have 
to be capitalized at the same rate, or 9 per 
cent. Reported profit would be $540,000, 
and the rate would then be the same, 
whether or not there were additional con- 
struction. Profit would thereby be equal- 
ized. Now the same result would be ac- 
complished if gross income during the 
year of construction were $690,000, in- 
stead of $600,000, and interest were not 
capitalized ($690,000 less $150,000 of 
debt interest). Gross income of $690,000 
would be 6.9 per cent, instead of 6 per 
cent, on the original $10 million of in- 
vested capital, and 6.27 per cent on the 
$11 million, after the additional stock is- 
sue. There is an important difference, 
however, between the two situations. In 
the second, the profit of $540,000 would 
come from an increase in earnings, or 
higher earnings during construction than 
would be required to maintain 6 per cent 
in the absence of construction. In the first 
instance, $90,000 of the $540,000 would 
result from construction and the capitali- 
zation of imputed interest. 

The foregoing circumstances suggest 
that when construction is financed by 
equity funds, one of two things must be 
accomplished for the purpose of equaliz- 
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ing reported profit per share: (1) earn- 
ings (gross income) must be increased, 
or (2) imputed interest must be capital- 
ized at the same rate as the return on 
stock before additional construction. If 
the former is the correct solution, earn- 
ings must be increased because construc- 
tion is being undertaken, and before the 
additional property contributes to earn- 
ings. 


The Capitalization of Interest 
On Debt Funds 


W: will return to additional financing 

by bonds. When funds are obtained 
in this manner, and gross income is $600,- 
000, Table I, this is 6 per cent on pre- 
financing capital, and 5.45 per cent on the 
postfinancing. If earnings should be equal- 
ized, or in order to have the same rate of 
return after as before additional bonds are 
issued, gross income would have to be 
$660,000. Profit would thereby be in- 
creased from $450,000 to $510,000, or 
from $9 to $10.20 per share of stock. The 
same per share earnings would be reported 
if interest on debt funds were capitalized 
at 9 per cent, or in the amount of $90,000, 
which, however, would exceed the actual 
cost. The consequences of this procedure 
are evident. 


e 


Where interest on debt funds used for 
construction is capitalized at a rate ex- 
ceeding the actual cost, there are two re- 
sults. First, reported profit in the year of 
construction is increased, and the addi- 
tional profit results from construction. 
Second, since the amount capitalized is 
included in plant, the excess over cost may 
become a basis for a later return to the 
owners, even though the additional 
amount capitalized increases current 
profit, as reported, in the year of construc- 
tion. 


The Nature of the “Profit” 


_ the “profit” shown by the vari- 
ous tables is not the same in nature, 
must be clear. If cost includes imputed in- 
terest on the funds provided by owners, 
the residue, if any, is different from profit 
in accounting and business usage. In 
Table II, for example, where the addi- 
tional financing is assumed to be by com- 
mon stock, “profit” ranges from zero to 
$510,000. In Table III, it ranges from a 
loss of $160,000 to a profit of $350,000. 

When imputed interest on proprietary 
funds is regarded as a cost, the rate of 
interest must first be decided, for this rate 
will determine the nature of the residue. 
Let us revert to Table II. In column (b), 


TABLE III 


Accounting 
System 


$440,000 $440,000 $440,000 


Income 
Gross income 


Per 


Interest on Stock at 
6% 9% 
$440,000 


(4) 





Interest on debt 
Interest on stock 
Interest capitalized 


150,000 
(60,000)* (20,000) 


150,000 
360,000 540,000 
(60,000) (90,000) 


150,000 150,000 
1 


20,000 





Net interest 


90,000 


250,000 450,000 600,000 





Profit or (loss) 


$350,000 $190,000 


$(10,000) $( 160,000) 


* Assumed capitalization of imputed interest at 6 per cent. 
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a rate of 2 per cent is used. If this rate is 
taken to be that on a “riskless” invest- 
ment, assuming there is such an invest- 
ment, the residue reported as profit would 
be compensation for risk or uncertainty, 
particularly in the case of a corporation 
where wages of management are charged 
as a cost of production. 

When imputed interest on proprietary 
funds is capitalized at 6 per cent, and the 
same rate is taken to be the cost of all 
such funds (assumed to be common stock 
only), it is questionable if 6 per cent is 
the cost. The 6 per cent may include 
“pure” interest and some allowance for 
uncertainty. The residue would include 
compensation, or a return, for uncertainty 
that is not charged as a-cost. 


i. adequate compensation for the risk or 

uncertainty of common shareholders is 
taken to be, say, 9 per cent or more, and 
that rate is used for the capitalization of 
interest, two results will follow, under the 
prescribed accounting rules for electric, 
gas, and telephone companies. First, there 
will be included in plant cost the return 
for risk on the portion of proprietary 
funds used for construction. This may be- 
come a basis for a future return. Second, 
current profit will be increased by the 
amount of interest capitalized. Thus, the 
owners would have a current profit from 
construction, equal to the return for risk 
on funds used for construction, and that 
return would be included in the property 
on which a future return would be ex- 
pected. 

The foregoing observations may sug- 
gest the implications of the capitalization 
of interest on proprietary funds, and espe- 
cially on capital financed by common 
shareholders. They may suggest also the 
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implications involved when a decision is 
made as to the rate of interest to be 
capitalized. 


The Accounting Entries 


[ imputed interest on all equity funds 

were charged as a cost, what would be 
the offsetting credit? In the case of debt 
interest, the credit is to a liability account, 
for the interest is payable as a contractual 
obligation. But if imputed interest were 
charged against income, could it be said 
that it is because a liability has been in- 
curred? No such liability exists. Since it 
is not a liability, present or deferred, there 
are only two choices remaining for the 
credit: (1) as a reserve, and (2) as in- 
come. But what would be the nature of 
the reserve? If it is a reserve for divi- 
dends, it is in the nature of surplus. If 
the credit is surplus, or income, there is 
the anomalous situation of a cost creating 
income. When imputed interest is charged, 
a dividend might be declared in an equal 
amount. The declared dividend would be 
a liability to shareholders. Thus, the effect 
is the same as when a dividend is declared 
out of profit. But, in the first instance, the 
dividend would be charged as a cost; in 
the second case, it is a distribution of in- 
come. 

There might be a solution for this prob- 
lem, but it is not a complete one, as will 
be shown. Since the imputed interest is 
charged as a cost, with an offsetting credit 
to income, the two might be disregarded. 
But then the accounts are not consistent. 
To the extent that interest is capitalized, 
it is treated and recorded as a cost; but the 
total of imputed interest is not treated in 
the same manner, as it is in the case of 
debt interest. 

Even though an offsetting credit for im- 
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TABLE IV 


Interest On Stock 
On Stock <At6% 


(a) (b) 
$150,000 $ 150,000 $ 0 $ 0 


Income 


Gross income 


Interest No Interest 
Interest On Stock 
On Stock At6% 
(c) (d) 





Interest on debt 
Interest on stock 
Interest capitalized 


150,000 
0 360,000 0 360,000 
(60,000) (60,000) (60,000) (60,000) 


150,000 150,000 150,000 





Net interest 


90,000 450,000 90,000 


450,000 





Profit or (loss) 





puted interest were made to income on 
surplus, the latter would be increased by 
the capitalization of interest on equity 
funds, as shown by Table V (page 371). 


fives interest on debt of $180,000, 
shown in column (a) of Table V, is 
offset by a liability account, interest ac- 
crued or payable. This liability is not af- 
fected by interest capitalized, and neither 
is profit. But a different result is obtained 
when the additional financing is by stock. 
Profit is increased $30,000. The $180,000 
of imputed interest, column (b), is offset 
by an equal credit to income, in contrast 
with a credit to a liability account. The 
$30,000 of interest capitalized on stock re- 
duces the total income charge for interest, 
but it does not reduce the $180,000 credit 


$ 60,000 $(300,000) $(90,000) $(450,000) 





to income for total imputed interest. Con- 
sequently, the capitalization of interest on 
proprietary funds will always result in the 
reporting of a profit due to construction, 
whether or not total imputed interest is 
treated as a cost. 


Dividends and the Capitalization 
Of Interest 


_ subject must be considered— 
one that is related to profit; namely, 
dividends. Are those, too, a cost? Divi- 
dends are usually thought of as a distri- 
bution of profits and profits are usually 
regarded as the amount remaining after 
expenses are deducted from sales and 
other income. Perhaps these views are 
erroneous. If they are, business and ac- 
counting practices in income reporting 
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must be changed; but one might add that 
they are not likely to be in this respect. 
However, if imputed interest is a cost, 
dividends would likewise be a cost, be- 
cause they are a part, or all, of imputed 
interest. 


8 us revert to Table I, and assume that 
all profit is paid out as dividends. 
This assumption is valid. If the additional 
construction is financed by debt money, 
$450,000 of profit would be available and 
an equal amount of dividends would be 
paid. But through financing by equity 
money, $480,000 or $540,000 of divi- 
dends would be paid. If, as in column (a) 
of Table IV, gross income is only equal 
to debt interest, there nevertheless would 
be reported profit of $60,000, and this 
could be paid as dividends. By increasing 
the capitalization rate to 10 per cent, 
$100,000 of dividends could be distrib- 
uted. Over a period of years there could 
be large accretions of profit and larger 
dividends. But what is the source of the 
larger dividends? Construction is the 
answer. Hence, the more the construction, 
and construction alone, the higher the 
dividends, provided construction is 
financed by the owners. With a sufficient 
volume of construction, a profit could be 
reported, even though there is an operat- 
ing loss. 

At this point, a legal question might be 
raised. If, as in column (a) of Table IV, 
a profit of $60,000 is reported and a com- 
pany has no previously accumulated sur- 
plus, could the $60,000 be paid as divi- 
dends without impairment of capital? By 
the capitalization of interest on a com- 
pany’s own funds, assets would be in- 
creased $60,000. Since the interest capi- 
talized is not offset by a liability for in- 


MARCH 14, 1957 


terest payable, net assets would likewise 
be increased $60,000, or by the amount of 
reported profit. But this profit results from 
construction. Legally, can there be such 
profit ? 


When Is Profit Realized? 


|, ig aspect of profit must be exam- 

ined. When is profit realized? The 
answer to this question, at least from an 
accounting viewpoint, will be found in 
pronouncements by the committee on ac- 
counting procedure of the American Insti- 
tute of Accountants :? 


Profit is deemed to be realized when 
a sale in the ordinary course of business 
is effected, unless the circumstances are 
such that collection of the sale price is 
not reasonably assured. (Page 11.) 

It is generally recognized that income 
accrues only at the time of sale, and 
that gains may not be anticipated by 
reflecting assets at their current sales 
price. (Page 34.) 


There are other statements to the same 
effect (see pages 95, 100, 105), and in all 
the first test of profit realization is the ef- 
fectuation of a sale. Yet it is clear that the 
capitalization of interest on a company’s 
own funds results in an increase in re- 
ported profit. It should be equally clear 
that the process of plant construction does 
not create realized profit, and that a divi- 
dend from income can arise only through 
profit, realized by sales, and not by con- 
struction. 


A Double Return 


B’ reason of the fact that interest capi- 
talized becomes a part of the property 


1“Restatement and Revision of Accounting Re- 
search Bulletins.” 
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base on which future earnings are com- 
puted, the interest capitalized on equity 
funds provides not only more reported 
profit during construction, but also be- 
comes a basis for future earnings and 
dividends. Thus, if all the profit stated in 
column (c) or (d) of Table I were dis- 
tributed as dividends, shareholders would 
later receive dividends on dividends al- 
ready received. The difference between a 
distribution of all and a portion of profits 
is only one of degree. It might be said that 
in such cases shareholders do not receive 
dividends on dividends, but rather that 
the later dividends are provided by earn- 
ings. 

This is so, but a portion of the earn- 
ings, and thereby a portion of the divi- 
dends, results from the capitalization of 
interest which was paid as dividends.’ 


A New Company Engaged in Its 
Initial Construction 


' : ‘irE discussion, so far, has been in ref- 
erence to an established business 
which is engaged in both production and 


2Cf. Henry Rand Hatfield, “Accounting, Its 
Principles and Problems,” pp. 68-70, D. Appleton 
& Company, New York, 1927. 
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construction. Brief consideration will now 
be given to a newly organized company 
at the time it is engaged in the construc- 
tion of its initial plant, and before produc- 
tion is started and earnings are realized. 
Two different assumptions will be made: 
(1) that plant construction is financed 
wholly by a sale of bonds, and (2) that 
financing is entirely by common stock. In 
both cases, it is assumed that construction 
expenditures, other than interest payable, 
amount to $4,750,000. The necessary 
funds are raised before construction be- 
gins. Construction requires one year for 
completion, and at the end of that period 
the plant goes into production. 


Wes the financing is by debt, interest 

may be capitalized at the amount ac- 
crued as payable during the construction 
period, but any interest received on the 
funds pending expenditure would be cred- 
ited. 

The latter possibility is of no signifi- 
cance to this discussion. Over a period of 
one year, the interest would amount to 
$250,000, at 5 per cent on $5 million, which 
is the amount that would have to be raised 
in order to provide $4,750,000 for other 


TABLE V 


Income 
Gross income 
Interest on debt, 3% 
Interest on stock, 3% . 
Interest capitalized (credit) 3% 


Net interest 


Additional Financing by 

Bonds Stock 
(a) (b) 

$600,000 i 


180,000 
150,000 
(30,000) 
300,000 


300,000 
150,000 


$450,000 


150,000 
180,000 
(30,000) 
300,000 


300,000 
180,000 


$480,000 
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construction costs and to pay the interest. 
As construction progresses and interest is 
accrued, the interest is capitalized. The 
total cost is $5 million. If the bonds were 
sold at a discount and no interest paid 
during construction, there would be the 
same result, provided the discount were 
capitalized. If the capitalization rate ex- 
ceeded the actual rate of interest, a sur- 
plus would be recorded. 

A word should be added at this point. 
Interest should not be compounded by the 
capitalization of interest on interest al- 
ready charged to construction. 


nate occurs when the financing is by 
sale of common stock? It is assumed 
that interest is capitalized in the same 
amount as when the financing is by bonds, 
and that this interest is again $250,000. 
Stockholders must pay in either $5 million 
or $4,750,000, depending upon whether 
or not they receive a return during the 
construction period. Let us examine each 
of these conditions. 

If stockholders pay in $5 million, and 
$250,000 of this amount is capitalized and 
paid to them as dividends, which might be 
called interest on instalment payments, 
two results ensue and a question is raised. 
First, if after the property is placed in 
operation, a return is based on the total 
cost of $5 million, the stockholders would 
receive, or there would accrue to their 
benefit, a return on the return they have 
already received, through the capitaliza- 
tion of interest and the payment to them 
of the same amount. Second, they are as- 
sured their return before operation and 
the realization of profit; but after opera- 
tions have started, dividends are depend- 


ent upon earnings. Thus, there is no un- 
certainty as to the return during the con- 
struction period, but there may be sub- 
stantial uncertainty thereafter. 


a fae as to the question: Can a com- 
pany have income or a profit before 
it is in operation and sales being made? 
This question was raised before and it was 
concluded that profit can be realized only 
through sales. Since a dividend from in- 
come, whether called a dividend or inter- 
est, can result only from sales at a profit, 
or from other income (the latter may be 
ignored for our purposes), a return to 
shareholders during construction and be- 
fore profit is realized must be a return of, 
and not a return on, capital. They take 
out of their business a portion of what 
they paid in. This is the same, in effect, as 
issuing the stock at a discount and capi- 
talizing the discount, provided no return 
is paid during construction, which there 
then would be no need to do. But the 
capitalization of stock discount is pro- 
hibited, and properly so. 

The situation is different when inter- 
est is capitalized on stockholders’ funds, 
but not paid. If construction requires $4,- 
750,000 of $5 million paid in, and $250,- 
000 is capitalized as interest, but not paid, 
the $250,000 would be available for work- 
ing capital. The interest capitalized would 
be credited to capital surplus, as the dif- 
ference between total assets and the 
amount paid in. Thereafter, there would 
be no possibility of a double return. The 
company would have $5 million of plant 
and $250,000 of working capital, or a 
total of $5,250,000, on which a return 
could be expected. 
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A Sound Stockholder Relations 
Program 


This article will be found a valuable addition to stockholder rela- 

tions. While many public utility companies have maintained stock- 

holder relations along lines suggested by this article, management 

people will be interested in checking their own practices against 
the ideas discussed. 


By HAL D. STEWARD* 


ost public utility companies are 
keenly aware of the importance 
and practical value of a compre- 
hensive and consistent stockholder rela- 
tions program. Today increasingly more 
money, time, and effort are being ex- 
pended on this phase of public relations. 
Perhaps the most important benefit de- 
rived by a utility company from such a 
program is the likelihood that the com- 
pany’s securities will be properly evalu- 
ated in relation to other concerns operat- 
ing in the same or closely allied fields, and 
that because of the program the market 
price of the company’s stock will reflect 
* Lieutenant Colonel, USA. Chief, community 
relations branch, office of the chief of information, 


Department of the Army. For additional personal 
note, see “Pages with the Editors.” 








fully and accurately the company’s posi- 
tion, earnings, and prospects. 


, in time has passed when company of- 
ficials can still believe that the only 
way to work well with stockholders is to 
carry on the business as it should be car- 
ried on and tell the stockholders only 
“what they should know.” 

Well-informed stockholders can be one 
of a company’s strongest assets. The in- 
formed stockholder is usually the last per- 
son to want to interfere with smooth oper- 
ations. When he is convinced that the 
company is in honest and competent hands 
he is most willing to leave its direction in 
those hands. But a stockholder without 
full and accurate information can be a 
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distrustful, displeased, and indifferent one. 

No one will take exception to the fact 
that it is much better for a company 
to have warm, active friends than enemies 
or dissatisfied critics. Each stockholder 
who becomes a supporter for a company 
gives it added strength. And in times of 
stress the public will be inclined to believe 
the stockholder rather than the company 
official. 

In creating a sound stockholder rela- 
tions program there are certain basic steps 
that must be taken. They are: 

Determining the jobs to be done. 
Assigning responsibility for each task 

in the stockholder relations program. 
Setting up the organization to do the 
job. ; 
Obtaining outside help, if necessary. 

Limitations of the service to be of- 
fered must be established. 


Every corporation has a distinct per- 
sonality that sets it off from other cor- 


porations. This corporate personality 
makes its public impression by reason of 
its dominant characteristics. Therefore, 
the first step in a stockholder relations 
program is to discover this corporate per- 
sonality in all its varied attributes, so that 
the company and its accomplishments can 
be made to stand forth clearly against the 
background of its field of operation. 


WELL-MANAGED company possesses 

distinctive characteristics such as 
these: 

It may have earned a profit and paid 

a dividend year after year since it was 


formed. 
It may have a conservative dividend 


policy that appeals to certain classes of 
investors. 
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It may pay no dividends and its 
earnings record to date may be limited, 
but despite this it may still appeal to 
investors. In this case, however, there 
are probably underlying factors that 
point to a sound foundation and an al- 
most certain future growth. 


This list of corporate attributes is, by 
necessity, incomplete. Many convincing 
points of distinction may be found in the 
most unexpected phases of corporate oper- 
ations. Because of this it is necessary that 
a thorough examination be undertaken of 
the company’s history, current situation, 
and prospects as a preliminary to formu- 
lating a stockholder relations program. 


1” begin such an examination it is 
wise to start with a check list of 
items that will probably result in the find- 
ing of points of distinction that will be 
promising. Here is an example of such a 
check list : 

1. The economy of the area. 

2. Who are the company’s principal 
customers, what is the company’s position 
in its field, and what are its prospects? 

3. Population of the area to include 
the degree to which it is urban or rural, 
the size and character of the communities 
the company serves, and the trends of 
total population and its distribution. 

4. The types of industry and agricul- 
ture in the area. 

5. Composition of the utility’s over-all 
business and what proportion of the total 
revenues are derived from residential, 
rural, small commercial and industrial, 
large industrial, and other types of cus- 
tomers. 

6. Analyze in terms of dollar revenues 








of kilowatt-hours or cubic feet of gas con- 
sumption. 

7. Determine the number of customers 
served as well as the various unit meas- 
urements per customer. 

8. Since public utilities are a regulated 
segment of industry, the rate situation is 
of interest. 

9. Collect information on physical 
equipment to include its cost and deprecia- 
tion. 

10. Analyze company’s 
and development program. 

Each company will, of course, require 
its own particular check list ; however, the 
one presented here is sufficient to illus- 
trate the point. 


construction 


(P= a company has been analyzed as 

suggested to determine its corporate 
personality, a sound stockholder relations 
policy and program must be created and 
established. And this policy and program 
should be built on this basic and impor- 
tant premise: 

Company conditions will be painted 
as they are to stockholders and not as 
management might like to have stock- 
holders think they are. 


Practice and experience have proven 
this to be the soundest policy. Stockhold- 
ers think more of the company for doing 
this and have more confidence in what it 
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tells them. The intelligence of the stock- 
holder must not be underrated or ignored. 

Well-informed stockholders can help a 
company in its community relations ac- 
tivities. Few if any voices raised on behalf 
of a company are accorded more respect- 
ful hearing than those of community lead- 
ers who are stockholders. When a speech 
is to be made about the company and its 
activities before an important body, who 
can better represent the company than an 
outstanding stockholder? He can speak 
with complete freedom and with the au- 
thority of one who knows much about 
the company. 

What should be the objectives of a 
stockholder relations program? Basically, 
the aim should be to cultivate the inves- 
tor’s friendliness and loyalty to his com- 


pany. 
W Howarp Cuasg, former president 

* of the Public Relations Society of 
America, cites these as specific objectives : 

1. Keep the stockholders’ welfare 
constantly in mind in every decision 
which could possibly have a bearing on 
the investor; fair play is an unbeatable 
force in good public relations. 

2. Strive for corporate attainment 
and leadership which will build stock- 
holder confidence and pride of owner- 
ship. 

3. Gain their steady interest by 


“WELL-INFORMED stockholders can be one of a company’s 
strongest assets. The informed stockholder is usually the last 
person to want to interfere with smooth operations. When he 


is convinced that the company is in honest and competent hands 
he ts most willing to leave its direction in those hands. But a 
stockholder without full and accurate information can be a dis- 
trustful, displeased, and indifferent one.” 
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keeping them informed about the things 
that matter to them; take them into 
your confidence whenever possible; try 
to give them advance notice of company 
events and developments in which they 
might be interested. 

4. Enlist their active help in pro- 
moting the company’s welfare; educate 
them in corporate problems, in product 
promotion, and in their role as corpo- 
rate members. 

5. Take full advantage of every 
opportunity to increase the investor’s 
confidence, respect, and appreciation for 
the company and its management. 


These objectives can apply basically to 
any company. They certainly can be used 
as a starting point for any company set- 
ting up a stockholder relations department 
for the first time. 


N° comes the question of who 

should be responsible for exercising 
final policy decision regarding stockholder 
relations matters? Only the corporation’s 
chief executive officer should have this 
task. This is necessary because most ques- 
tions that arise in this field are intimately 
connected with high-level corporate policy. 
Furthermore, whoever administers the 
program should have direct and ready 
access to the company’s top official. If 
this is not done, confusion will develop 
and many opportunities for effective ac- 
tion will be lost. 

Who should administer the stockholder 
relations program and where it should fit 
into the corporate setup depend largely 
upon the competence of specific individ- 
uals, their relative status in the company 
organization, and the position of outside 
counsel, if one is retained. Of course, the 
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most logical executive within a company 
to handle the general supervision of the 
program is the director of public relations. 
If the company does not have such an offi- 
cer then the company treasurer or secre- 
tary would be logical choices for the as- 
signment. 

In furthering their stockholder rela- 
tions many companies with large numbers 
of stockholders retain full-time staffs de- 
voted exclusively to this important activ- 
ity. This staff is normally a part of the 
company’s public relations department. 

However, regardless of who heads the 
stockholder relations program, he must 
have the closest liaison with the corpora- 
tion head and the chief fiscal officer. If 
the company retains outside stockholder 
relations counsel, the administrator of the 
program within the company becomes the 
point of contact regarding program de- 
tails. 


i is comparatively simple for the large 

corporation to organize and set up a 
comprehensive and effective stockholder 
relations program. Such a company usu- 
ally has enough stockholders to warrant 
employment of the specialized personnel 
required. 

However, the smaller corporation or 
the company with a smaller number of 
stockholders, regardless of the volume of 
business, can solve its problem by seeking 
the services of a specifically qualified pub- 
lic relations counsel to assist in the task 
of maintaining effective contact with the 
stockholders and the investing public. 

Services provided a corporation by an 
outside public relations counsel are many 
and varied. Perhaps the most important 
is advice and counsel as to how different 
corporate activities or developments tend 
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Importance of Personal Contact 


- # any stockholder relations program the importance of personal con- 
tact with stockholders cannot be overemphasized. Stockholder rela- 
tions department people should make periodic visits to all available impor- 


tant stockholders, and as many of the others as possible. They should go 
on these visits armed with full information about the company and make 
it a policy to answer all questions on the stockholder’s mind. When they 
return from such visits they should make a full written report to the presi- 
dent and other interested officers of the company. These reports can serve 
as a background on which to plan further stockholder meetings, annual re- 
ports, and to keep the principal officers advised of current thinking by 
stockholders.” 





Number of stockholders in a com- 





to affect investment opinion. Expert coun- 
sel is also better equipped to prepare writ- pany. 
ten material in keeping with the require- Personnel available to administer the 
ments of the financial field, the news program. 
media, and the stockholders. Further- Financial ability of the company to 
more, such counsel knows when and to support the program. 
whom material should be sent. And an- Obiecti : 
: ; jectives of the program as laid 

other important asset of outside counsel . 
: Beer down by company policy. 
is the objectivity it offers a company. 

A stockholder relations program is lim- A careful analysis should always be 
ited by the following factors: made to determine how the program will 
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fit into the over-all operations of the com- 
pany. And everything the program sets 
out to accomplish should be in keeping 
with the over-all objectives of the com- 
pany’s operations. Unless this principle is 
followed the stockholder relations pro- 
gram will prove of little worth to the cor- 
poration. The program must dovetail with 
the company’s mission. 


_ director of stockholder relations 
for a large company could profitably 
undertake the following duties and re- 
sponsibilities : 

1. Counsel the following executives 
concerning stockholder relations: board of 
directors, executive committee, finance 
committee, and the executive officers such 
as the president, financial vice president, 
treasurer, secretary, controller, and cer- 
tain department heads. 

2. Supervise the handling of financial 
publicity by: 

a. Seeking out and developing news 
of interest to stockholders. 

b. Seeking out and making personal 
contacts with financial news media. 

c. Arranging and setting up inter- 
views with principal officers of the com- 
pany for representatives of financial 
news media. 

d. Supervising the preparation of 
news releases, annual reports, dividend 
declarations, management changes, 
financing, annual meetings, executives’ 
speeches and articles, proxy fights, etc. 

e. Supply information to statistical 
agencies, brokerage firms, investment 
services, etc. 


3. Supervise stockholder correspond- 
ence by: 
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a. Preparing letters of welcome to 
new stockholders for signature by the 
president. 

b. Advising on the proper treatment 
of complaints. 

c. Preparing letters of thanks for 
stockholders sending in proxies. 

d. Preparing letters asking inves- 
tors why they sold their shares. 

e. Preparing special letters announc- 
ing exchange of shares, stock dividends, 
reduction of dividends, etc. 


4. Plan and conduct annual stockhold- 
ers’ meeting by: 

a. Planning and organizing pro- 
gram for the meeting. 

b. Selecting the time and place the 
meeting will be held. 

c. Advising company executives on 
how they should conduct themselves, 
what questions they should anticipate, 
etc., at the meeting. 

d. Entertaining representatives of 
news media covering the meeting. 


5. Conduct stockholder surveys to de- 
termine readership of annual report, the 
nature of the distribution of shares, etc. 

6. Supervise the preparation of such 
stockholder publications as: 


a. Quarterly newsletter. 

b. House organ. 

c. Dividend inserts. 

d. Brochures in honor of special oc- 
casions or achievements. 

e. Reprints of speeches and articles 
by company executives. 


HIS list could be extended almost in- 
definitely depending upon how large 
and extensive a program a company de- 
sires. The preceding list will serve as a 
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beginning from which it can be expanded 
by each individual company. 


iy any stockholder relations program 
the importance of personal contact with 
stockholders cannot be overemphasized. 
Stockholder relations department people 
should make periodic visits to all available 
important stockholders, and as many of 
the others as possible. They should go on 
these visits armed with full information 
about the company and make it a policy to 
answer all questions on the stockholder’s 
mind. When they return from such visits 
they should make a full written report to 
the president and other interested officers 
of the company. These reports can serve 


Biographical sketches as complete as 
possible should be constantly maintained 
on large stockholders. They assist the off- 
cers of the company in their dealings with 
these individuals. Also, the stockholder 
relations department should maintain a 
stockholder card file that contains the rec- 
ord of every stockholder in the company. 


eR relations are becoming 
increasingly important in the day-to- 
day affairs of every corporation in Amer- 
ica. They cannot be profitably overlooked 
by any company. 

The carefully developed and ambitious 
stockholder relations programs that are 
being carried on by thousands of corpora- 


tions in the United States are the best evi- 
dence that they are profitable and impor- 
tant. Sound stockholder relations is sound 
business. 


as a background on which to plan further 
stockholder meetings, annual reports, and 
to keep the principal officers advised of 
current thinking by stockholders. 





Human Values in Economic Development 
all & often we hear that lack of capital is the principal ob- 


stacle to economic development. The experience which I 
and my associates in the [World| bank have had with this prob- 
lem over the past years disproves this. We have found that the 
human factor—whether in government or in private enterprise— 
is @ more important ingredient than is money. In private industry, 
in particular, the intelligence, vigor, and vision of management are 
often worth more than the most modern of buildings and machines. 
The very pace of current technological development of communica- 
tion and transport, of marketing and advertising, calls for manage- 
ment both broader and deeper in its operations than ever before. 
Although there is widespread recognition in the less developed 
countries of the need for specific skills in industry—for the engi- 
neer, the chemist, the mechanic—what is less recognized ts the even 
greater need for executive experience, for the men who can make 
sound policies, guide the enterprise as a whole, and direct the spe- 
cialists, There must be the ‘know-what’ as well as the ‘know-how,’ ” 

—Rosert L. GARNER, 
President, International Finance Corporation. 
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Should Government Power 
Be Taxed? 


This article presents interesting questions regarding 

the taxation of the Tennessee Valley Authority or 

payments in lieu of taxation and the untaxed distribu- 
tion organizations. 


By FRANKLIN H. COOK* 


ECENTLY under the heading “Who 
Pays for TVA?” the following 
editorial (in part) appeared in The 

Chattanooga Times.* 


An organization known as “Ameri- 
ca’s Independent Electric Light and 
Power Companies” has a full-page ad- 
vertisement in the Saturday Review of 
Literature showing a large picture of 
a TVA steam plant. Under the picture, 
the advertisement says: “Your taxes 
help build this federal government 
power plant. And that was just the be- 
ginning. Because this government- 
owned TVA steam plant doesn’t pay a 
* Professor of business law, College of Business 

Administration, The Pennsylvania State Univer- 
sity. For additional personal note, see “Pages with 
the Editors.” 


1 Friday, August 3, 1956, p. 8, Chattanooga, Ten- 
nessee. 
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fair share of taxes, your taxes have to 
be higher to make up the difference.” 

Further down the ad says: “Federal 
power systems pay no federal taxes at 
all, and little or no state taxes.” 

The TVA doesn’t pay income taxes 
because it belongs to the government, 
and all of its revenues belong to the 
government. As for “little or no state 
taxes” the TVA and its distributors 
pay more in lieu of state taxes than the 
private companies in the area paid be- 
fore the advent of TVA. 

It is the TVA customers and not the 
customers of the American independent 
electric light and power companies 
who are paying for TVA. As of July 1, 
1954, the TVA customers through their 
power bills had already paid 40 per cent 
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of the total construction cost of the 
TVA power facilities up to that time. 


HE foregoing exposition on TVA is 

typical of the clash between the pro- 
ponents of TVA and its critics. On the 
subject of TVA it seems that emotion, to 
some extent at least, dictates the reasoning 
on both the private power and the public 
power side, and that most of the public 
does not fully understand the facts.? The 
writer will not attempt a refutation or 
clarification of the editorial, but will per- 
mit the reader to evaluate its worth after 
analyzing the issue: Can and should con- 
sumers of government power pay federal 
taxes? 

Although the ramifications of this prop- 
osition apply to all government power 
projects, in the mind of the public TVA 
represents public power; concretely then, 
the question is whether users of TVA elec- 
tricity should pay federal taxes. Fortu- 
nately, material is available from which a 
deductive quantitative conclusion can be 
reached in respect to TVA energy. 


A the outset it is necessary to under- 
stand the TVA power distribution 
organization. The “America’s Independent 
Electric Light and Power Companies” 
oversimplified the problem when it showed 
the picture of a steam plant and said that 
it did not pay its fair share of taxes. TVA 
is owned by the federal government; it 
produces electricity for sale at wholesale 
rates, the average selling price in 1953 be- 
ing 4.40 mills per kilowatt-hour. It makes 
no retail sales to residential or rural users. 
In 1953 30 per cent of its output went to 

2“An Engineer’s View of TVA,” by Herbert D. 


Vogel, The Military Engineer, 42:322, March- 
April, 1956, pp. 89, 90. 


federal agencies, 22 per cent to industrial 
users, and 47 per cent to municipalities 
and co-operatives. In 1955 61 per cent of 
its output was taken by federal agencies. 
Thus, the present-day picture of TVA is 
similar to a captive power plant owned by 
the federal government that generates 
power for its own use, but sells a small 
percentage to outsiders. 

(It is interesting to speculate about the 
political or financial problem that is crys- 
tallizing. Here we have a power system 
primarily supplying energy to the federal 
government. However, the nongovern- 
ment consumers are claiming an equity in 
the system by reason of the high rates that 
they have paid in the past. Suppose that 
the TVA management repays all of its 
capital investment to the U. S. govern- 
ment—then where is ownership and con- 
trol?) 


ag the organizational structure for the 

marketing of TVA power to nongov- 
ernment users, TVA sells its energy to 
municipalities and co-operatives. These 
municipalities and co-operatives are not 
part of TVA, but independent companies. 
They are similar to municipal plants and 
REA co-operatives in other sections of 
the country that purchase their power 
from privately owned electric companies. 
Also, they are like an independently 
owned company that purchases all of its 
energy for resale. The problem of taxing 
TVA may not be answered by saying that 
it should not be taxed because it belongs 
to the federal government. Only the gen- 
erating aspect of TVA belongs to the fed- 
eral government. The distribution facili- 
ties are financed by municipal groups and 
by private capital under the co-operative 
form of organization. In 1956 there were 
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a total of 149 municipalities and co-opera- 
tives using TVA power: 98 municipali- 
ties and 51 co-operatives. 

TVA, its municipalities, and co-opera- 
tives pay no federal taxes. Ordinarily, for 
the private power industry, the federal tax 
burden is greater than sums paid to local 
authorities. In 1953 from every dollar of 
operating revenue the purchasing com- 
pany paid 6.9 cents in federal taxes; the 
steam, over twice the local burden, 15.3 
cents; and the hydro, 16.3 cents. 


remove taxes as a source of irrita- 
tion between the private power indus- 
try and public power advocates, one of 
two alternatives should be chosen: Be- 
cause of their quasi-public character all 
public utilities, privately and _ publicly 
owned, should be tax exempt; or, all pub- 
licly and privately owned utilities should 
be equally taxed by the federal and state 
governments. 

Since all local governments and the fed- 
eral government need money, and the 
trend appears towards the need for greater 
tax sums quantitatively and a broadening 
of the tax base, with fewer and fewer tax 
exemptions, the proposition of tax exemp- 
tion for all public utilities will not be ex- 
amined. 

However, taxation of federal power 


q 


projects in competition with private 
power companies would be just and feasi- 
ble. For example, at the present time 
TVA, through the use of multipurpose 
dams and the ability to take advantage of 
the latest technological advancements, has 
low production costs, running 36.6 per 
cent of a total selling price of 4.4 mills per 
kilowatt-hour, or 1.6 mills. This figure is 
considerably less than the 4-mill pro- 
duction cost for the steam companies and 


_ the two mills for the hydro companies in 


z 


the same year. Private electric companies 
in Pennsylvania, Ohio, Arkansas, Vir- 
ginia, Illinois, and other states are not 
only in competition among themselves for 
the location of industry within their area, 
but they must compete with TVA. They 
can stomach stiff competition resulting 
from technological efficiency of a competi- 
tor, but it seems decidedly unfair to give 
that competitor the advantage of a lighter 
tax load. 


me the subjection of TVA to fed- 
eral taxes is within the constitutional 
power of the federal government. It can 
tax its own instrumentalities if it so de- 
sires,® so long as the tax is not discrimina- 
tory. But since most of TVA power goes 
to federal government agencies, a federal 


8 O’Malley v. Woodrough (1938) 307 US 277. 


“In the organizational structure for the marketing of TVA 
power to nongovernment users, TVA sells its energy to mu- 
nicipalities and co-operatives. These municipalities and co- 


operatives are not part of TVA, but independent companies. 
They are similar to municipal plants and REA co-operatives 
in other sections of the country that purchase their power from 
privately owned electric companies. Also, they are like an in- 
dependently owned company that purchases all of tts energy 


for resale.” 
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tax on municipalities and co-operatives 
that buy power from TVA might be bet- 
ter. Thus, the federal government would 
be taxing state agencies. This action is 
also legal, so long as it is not the type of 
tax that can only be levied upon a state.‘ 
A tax upon a municipally owned electric 
company would not be objectionable. 

Economically, the addition of a federal 
tax to the electric bill of the average con- 
sumer of TVA power through a munici- 
pally or co-operatively owned plant would 
be practicable. Chart I (page 384) illus- 
trates that the 1953 total tax per kilowatt- 
hour for the steam company was four 
mills, three mills for the hydro and pur- 
chasing companies, and one mill for TVA 
power users. The average selling price for 
the median purchasing company in 1953 
was 2.7 cents per kilowatt-hour; 1.9 cents 
for the steam company; 1.3 cents for the 
hydro company; and 1.3 cents for the 
municipal-co-operative group using TVA 
power. The median for all municipalities 
was 1.34 cents; for all co-operatives, 1.57 
cents. The addition of a federal tax of 6.9 
per cent of average selling price, the 
equivalent paid by the purchasing com- 
pany, would mean an addition of about 
one mill to the tax burden paid by the 
municipal-co-operative-T VA power user, 
increasing the median selling price to 1.4 
cents per kilowatt-hour. 


How such a rate increase would 
seem to be unnecessary because the 
municipal and co-operative systems could 
well afford this additional federal tax, for 
the net operating revenue of the median 
municipal-co-operative company was 18.6 
per cent in 1953. In the same year the 


£State of New York v. United States (1946) 
326 US 572. 


median net operating revenue for the pur- 
chasing company was 11.4 per cent after 
taxes. From its approximately 11.5 cents 
out of every dollar of operating revenue 
the private company had to pay interest 
to bondholders of seven mills, dividends 
to stockholders of six cents, leaving about 
five cents for reinvestment; whereas, the 
municipal-co-operatives had 15.5 cents for 
reinvestment after deducting 3.1 cents in 
interest expenses. Taking 6.9 cents from 
this 15.5 cents for federal taxation would 
allow the public power distributing com- 
panies 8.6 cents of every dollar of operat- 
ing revenue for reinvestment or paying 
off of bonded indebtedness—over 50 per 
cent as much as the comparable privately 
owned company. Municipalities and co- 
operatives using TVA power are able to 
pay a federal tax! 


| ee purposes of deductive reasoning 
medians have been used. A federal tax 
burden of one mill per kilowatt-hour is 
accrued to TVA-municipal-co-operative 
power in the economic analysis. This does 
not mean that under a proposed tax one 
mill will be added to each kilowatt-hour 
sold by every municipal or co-operative 
electric. company using TVA power. It 
merely signifies that a tax burden some- 
what proportionate to that borne by pri- 
vate purchasing companies would result 
if present federal income tax laws were 
applied to the public power companies. 
Some utilities would pay a higher tax 
than one mill per kilowatt-hour, others 
would have no tax. Undoubtedly, the co- 
operatives would have little, if any, tax, 
for in 1953 their net operating revenue 
was 11.8 per cent, but interest charges 
were 8.4 per cent, leaving only 3.8 per cent 
for reinvestment; whereas, for the munici- 
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PROPORTION OF TAXES TO AVERAGE SELLING PRICE 
PER KILOWATT-HOUR 





CHART I 
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palities there was a net operating revenue 
of 23.7 per cent, and interest charges of 
only 1.9 per cent, giving them 21.8 per 
cent for paying off old plant or expansion. 
Constitutionally, the federal government 
possesses the power to tax the municipali- 
ties and the co-operatives. It need only re- 
word the federal income tax law, perhaps 
changing the term “net profit” to “net in- 
come,” taxing these companies on the 
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same basis as privately owned utilities. 


NQUESTIONABLY, it would be unfair 

to tax the users of TVA power who 
secured that energy through a municipal- 
ity or co-operative company and not place 
a like burden on the large industrial user 
who obtained his electricity directly from 
the TVA generating system. Therefore, 
Congress would have to have an ancillary 
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tax on sales to such nongovernmental con- 
sumers of power, or else transfer all of 
these large users to the customer list of 
some municipality or co-operative, thus 
avoiding the necessity of taxing TVA 
generating facilities. 

But there is a policy question or two in- 
volved. Even though the municipal-co- 
operatives using TVA power can pay the 
federal tax, should not the rates be re- 
duced rather than distribute the high earn- 
ings in taxes? Such a course of action 
would simply mean that the TVA con- 
sumer who is already getting the benefit 
of cheap power would not only escape fed- 
eral taxation but would have an increase 
in his purchasing power by a further re- 
duction in rates, and the consumers of 
privately owned electric companies would 
continue to have federal taxes added to 
the already higher costs of private com- 
panies. 


HE conclusion that users of public 

power should pay federal taxes on the 
same basis as users of private power is 
based upon two premises: First, a sense 
of justness and fairness — undoubtedly, 
shared by the user of TVA power who 
today believes that he is paying his fair 
share of taxes—that all users of electric 
power should contribute to the support of 
the federal government according to a 
just application of the federal income tax 
laws. 

Repayment of debt is not the same 
as the payment of taxes. But repayment 
of debt before due shows a fast accumula- 
tion of funds, indicating ability to pay 
taxes. 

Secondly, to make comparison of rates 
with privately owned companies more ac- 
curate the inclusion of federal taxes would 


relieve a source of conflict and bring the 
data into focus. For example, since its 
creation TVA power has had the reputa- 
tion of being the cheapest electricity in the 
United States. When TVA was created, 
rates in the United States were high. Spec- 
ulators and financial wizards had put to- 
gether utility systems for their own per- 
sonal gain; thus encumbering companies 
with inefficient plants, overinflated values, 
watered stock, high costs. 


nw 1937 plant values have been 

brought into line. Under strict prod- 
ding from the Securities and Exchange 
Commission, Federal Power Commission, 
local regulatory agencies, Edison Electric 
Institute, and self-analysis the private 
power industry has been moving forward 
in the sense of financial reorganization, 
increased output, technological improve- 
ments, all resulting in decreasing costs per 
kilowatt-hour sold. Consequently, fifteen 
years after its creation TVA is moving 
into an area on the charts where private 
power will be a yardstick for the meas- 
urement of TVA efficiency; this compe- 
tition will increase in the future, for re- 
tardant elements in further TVA cost re- 
ductions are the use of the inefficient pur- 
chasing type of company in the distribu- 
tion system, the lack of prodding from 
outside agencies, and the influx of politics 
into the municipal organizations. 

In 1953 there were companies in the 
United States whose average selling price 
per kilowatt-hour sold was less than the 
median average selling price for the mu- 
nicipalities and co-operatives using TVA 
power. 

The group included seven of the 
hydro companies that sold at 1.3 cents per 
kilowatt-hour or less, and two large steam 
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companies: Arkansas Power & Light 
Company, at 1.15 cents per kilowatt-hour, 
and Appalachian Electric Power Com- 
pany, at 1.2 cents per kilowatt-hour. It 
may be significant that both of these com- 
panies adjoin TVA territory. The achieve- 
ment of these power companies is more 
remarkable because the Arkansas Power 
& Light price includes a tax burden of 2.6 
mills, Appalachian Electric Power, 2.4 
mills, and TVA-municipal-co-operative, 
one mill. 


a problem of policy appears 

when the government may be using 
low electric rates to encourage the disper- 
sion of industry for national defense pur- 
poses. For example, suppose that Con- 
gress votes money for a dam for purely 
irrigation and flood-control purposes. 
Prior to beginning construction, Congress 
decides to add generators to the dam and 
to sell electricity at a price that will induce 
industry to move to the area. Costs are 
ignored in the fixing of the selling price. 
Hypothetically, should the users of such 
energy pay a federal tax? The writer 
would answer in the affirmative, if they 
qualified under a federal income tax law 
taxing net income from public power 
projects. If under the law there was no 


taxable net income to be taxed, there 
would be no federal tax. 

In summary, the TVA power distribu- 
tion system is not a complete federally 
owned enterprise, where the Minnesota 
taxpayer feels that he has paid for the 
electric meter on the back porch of the 
Knoxville power user. It is a combination 
of federal capital, municipal ownership, 
and private investment through the co- 
operative form of business organization. 
The federal authority, the local munici- 
palities, and the co-operatives pay no fed- 
eral taxes. On the basis of its past per- 
formance the TVA generating part of the 
system under present accounting methods 
could presumably pay income taxes on the 
small amount of energy sold to nonfederal 
government users. From an analysis by 
medians the municipalities and co-opera- 
tives could pay federal income taxes. 


— it is only fair that users of public 

power should pay their just share of 
federal taxes, and since the assumption of 
an equitable tax burden by public power 
projects would remove a source of irrita- 
tion in competition with private power 
companies, the federal taxation of public 
power projects would appear to be feasible 
and desirable. 





Increased Tax Take 


a Be federal tax figures show a take of $75,113,000,000, 
which is an increase of about 13 per cent over fiscal 1955, 
or $8,824,000,000. The total includes old-age and survivors’ insur- 
ance, unemployment insurance, railroad retirement taxes, and the 
like—the whole works. It is all taxes whether we think of it as 
such or not. The previous record tax year was fiscal 1954, when 
the take was $69,935,000,000. This mark has been bettered by 
more than $5 billion—a sum equal to the whole ordinary receipts 
and expenditures of the federal government a generation ago.” 
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—Ep1Tor1aAL STATEMENT, 
Los Angeles Times. 





Washington and 


the Utilities 


Compromise on Gas Bill 


F Stier “tentative draft” of pro- 
posed legislation to ease the burden 
of FPC regulation of natural gas produc- 
ers has been circulating in various quar- 
ters of the gas industry. It has also been 
reputed to be circulating, unofficially of 
course, within the Federal Power Com- 
mission. 

Whether the proposed draft has suc- 
ceeded in bringing about a general agree- 
ment among producers, distributors, and 
transmission divisions of the gas industry 
is at least debatable. That was one of the 
objectives—mainly to present a solid front 
for some legislation later on in this ses- 
sion of Congress. But industry agreement 
on a gas bill is one thing and congres- 
sional approval is quite another. Through- 
out February there was no_ indication 
among congressional leaders as to when a 
bill will actually be considered and who 
will sponsor it. 

Offhand, the provisions of the so-called 
“tentative draft” would seem to represent 
quite a concession on the part of the pro- 
ducers to a continuation of FPC control. 
This is in sharp contrast with the outright 
exemption of independent producers 




















which was attempted in the ill-fated Har- 
ris-Fulbright Bill which passed Congress 
last year but perished under a veto by 
President Eisenhower. Yet a Washington 
correspondent for the St. Louis Post-Dis- 
patch—a newspaper very hostile to any 
form of relaxation of FPC controls— 
quotes one executive of a large distribut- 
ing gas company as saying that the pro- 
posal was “worse than the Harris-Ful- 
bright Bill.” Needless to say, that dis- 
tributing company, at least, will not go 
along with legislation in such form. 


— outstanding feature of the tenta- 
tive draft, however, would seem to 
be an agreement that all FPC controls 
over independent producers would not be 
abolished. The manner in which such con- 
trols would be exercised would be spelled 
out in considerable detail. Under the pro- 
posal, the FPC would be obliged (not 
merely permitted) to use “fair field’’ price 
or some form of commodity price as a 
basis of producer regulation. The conven- 
tional cost formula, which the commission 
has traditionally used on other utilities 
subject to its jurisdiction, would be lim- 
ited if not prohibited in determining rates 
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for producers. Also, certain types of esca- 
lation clauses, allowing small or predict- 
able price rises, would be permitted. As a 
concession to distributors, however, the 
most favored nation and other more vola- 
tile forms of spiraling escalation provi- 
sions would be banned, or at least not per- 
mitted to operate without review and ap- 
proval of the FPC. 

The proposed legislation might have 
some effect in easing criticism of the in- 
dustry brought about by the investigation 
of oil and gasoline price boosts and in cre- 
ating a more congenial atmosphere in 
Congress by waiving, for the time being, 
the fight for complete freedom from fed- 
eral regulation. Senator Kefauver (Dem- 
ocrat, Tennessee) developed another angle 
to this issue when he introduced a bill (S 
1220) last month to exempt the small 
producers from FPC jurisdiction. This is 
not a new idea, of course, and is no more 
likely to be accepted by gas producers as 
a solution to their problem than it was in 
the last Congress. Kefauver’s bill would 
limit FPC control to those producers 
whose operations exceeded 2 billion cubic 
feet a year at a given standard of produc- 
tion. 


eae Kefauver’s bill does not 
seem to stand much chance unless it 
happens to be incorporated as part of an- 
other measure, it does point to the great 
amount of minor gas-producing opera- 
tions which have cluttered up the FPC 
regulatory picture ever since the Supreme 
Court decision in the Phillips case in 1954. 

In 1956 the commissioners handed 
down over 4,000 orders and decisions of 
all kinds; in 1953, before they began over- 
seeing the independent gas producers, the 
number was about 1,300. In 1956, the 
commission distributed over 800,000 
copies of its reports, studies, and other 
documents, more than ten times its paper 
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output of 1953. Gas rate applications have 
jumped more than fivefold in the same 
span. Last year companies challenging 
FPC jurisdiction filed 65 lawsuits against 
the agency, compared with two dozen 
suits in 1953. 

And, of course, the FPC staff has not 
grown in proportion to the rapid accelera- 
tion of its work load. Today it numbers 
slightly more than 700 as against 612 in 
April, 1955. There are available funds for 
hiring an additional four or five dozen 
aides. But here the FPC runs up against 
the same problem that private industry is 
confronted with—finding competent per- 
sonnel for specialized duties. 


A COMMITTEE of mayors has_ been 
formed to fight legislation which 
would exempt natural gas producers from 
federal regulation, Mayor Frank P. Zeid- 
ler of Milwaukee announced recently. 
Mayor Robert F. Wagner, Jr., of New 
York was named chairman of the Na- 
tional Committee of Mayors, which repre- 
sents a population of almost 16 million, 
Zeidler disclosed in a report. 

The committee planned to enlist the 
support of governors and state attorneys 
“affected by price rises in natural gas,” 
Zeidler said. Also sought by the group 
will be the support of state regulatory 
bodies and municipal law officers, he said. 
The Milwaukee mayor said Wagner 
headed a similar group two years ago 
which opposed gas and oil interests “seek- 
ing to escape price regulations by the 
Federal Power Commission.” The new 
committee, said Zeidler, would act as a 
“continuing committee” from its previous 
activity and would be expanded. 


* 


Indecision on the Snake 


HE administration’s wavering atti- 
tude with respect to power develop- 
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ment on the lower Snake is building up 
fresh hope for the government ownership 
advocates of a federal high dam. Senate 
committee hearings on a bill (S 555) to 
authorize a federal dam in Hell’s Canyon 
have been scheduled by the Senate Irriga- 
tion and Reclamation Subcommittee for 
March 6th to 8th. While there is little 
expectation that Congress will reverse the 
FPC and pass a Hell’s Canyon bill as 
demanded by Oregon’s Democratic Sena- 
tors Morse and Neuberger, Interior Sec- 
retary Seaton’s recent statement to the 
FPC that he wants to make further study 
of the feasibility of some kind of a high 
dam on the Snake is shaking the scenery. 
On another front, the National Hells 
Canyon Association has taken an appeal 
to the U. S. Supreme Court from a U. S. 
circuit court of appeals for the District 
of Columbia opinion upholding the FPC’s 
issuance of a license to Idaho Power Com- 
pany for construction of three dams on 
the Snake river, one of which is to be built 
in Hell’s Canyon. 


I the light of the lower court action, 
first by three U. S. circuit court judges 
and then by the full court of nine, this 
plea for an appeal is expected to draw a 
blank in the highest court. Maybe, after 
the court has spoken, Secretary Seaton 
will, in turn, make himself more clear. 
Seaton informed the FPC that he had 
ordered the Reclamation Bureau to make 
a detailed study to determine the feasibil- 
ity of a multipurpose development of the 
Pleasant Valley site on the Snake. He did 
not say whether such a development 
should be a federal project. Nor did he 
request the FPC to hold up action on 
Pacific Northwest Power Company’s ap- 
plication for a license to build two dams 
on this site. But he did say that prelimi- 
nary studies had suggested the economic 
feasibility of a multipurpose dam at Pleas- 


ant Valley “to obtain flood control and 
power generation on a greater scale than 
envisaged” by Pacific Northwest Power’s 
application. Senator Neuberger said “Sea- 
ton’s action is clear-cut evidence that at 
least one of the three Idaho Power Com- 
pany dams (the one at Hell’s Canyon) is 
not the best possible development.” 


| reed expects that the administra- 
tion will abandon its controversial 
power policy for the participation of local 
enterprise, including electric utility com- 
panies in construction and operation of 
such projects. A more reasonable explana- 
tion of the administration’s stand on 
Snake river development may be its de- 
sire to counteract partisan criticism of 
alleged “giveaway” decisions and to create 
in the public’s mind the idea that the ad- 
ministration is not committed to any spe- 
cific formula for resource development. 

It is noteworthy that Seaton did not 
rule out private company development of 
the Pleasant Valley site on the Snake river 
in his letter to the FPC. He suggested 
only that a better plan might be devised. 
The Secretary of Interior gave a further 
boost to the “partnership” policy in his 
year-end report on reclamation activities. 
Previously, he had also specifically en- 
dorsed the Trinity project in California 
on a “partnership” basis. 

In his report Seaton noted that, with 
rising costs of irrigation projects, water 
users are finding it harder to pay for their 
share of new reclamation projects. This 
means that revenue from the sales of 
government-generated power must bear 
an increasing share of the cost of federal 
reclamation projects. “It is apparent,” 
said Seaton, “that we must continue to 
look to power, even more in the future 
than in the past, as the paying partner of 
reclamation.” 

When Seaton recommended that pow- 
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er facilities of the Trinity river project 
be developed jointly by the federal gov- 
ernment and Pacific Gas and Electric 
Company, he was responding to a request 
by Congress for an opinion on whether 
the project should be developed wholly by 
the federal government or with private 
utility help. “In my opinion,” said Seaton, 
“it appears clear that joint development 
would provide substantially more funds 
for irrigation and multipurpose develop- 
ment.” 

Seaton said PG&E’s proposal for in- 
stallation of power facilities would con- 
vert the falling water of the Trinity de- 
velopment into a “substantial asset” that 
would mean a surplus of $165 million in 
project revenues in fifty years of opera- 
tions. To get such a surplus from federal 
operation, Seaton said Central Valley 
project power rates would have to be in- 
creased 20 per cent. Another factor in 
favor of joint development is that there 
would be a reduction of $55.5 million in 
the government’s initial capital invest- 
ment, which the utility company would 
assume. This is the first specific endorse- 
ment of a definite partnership project by 
Secretary Seaton. 


Atom Plant Progress 


b ifiees congressional Joint Committee on 
Atomic Energy began its statutory 
hearings regarding the development, 
growth, and status of the atomic energy 
industry during the latter part of Febru- 
ary. AEC Chairman Strauss reported en- 
couraging progress in atomic industrial 
development, noting that 21 companies 
are either presently building or have or- 
ders to build civilian research or power 
reactors. 

Commissioner Murray, in a written 
statement released after Strauss’ testi- 


mony, said that civilian atomic energy 
programs are “not adequate.” Murray 
praised the contribution of private indus- 
try, but said that industry cannot be 
expected to finance the necessary time 
schedule. He said the federal government 
cannot limit its work to theory and the de- 
velopment of small prototype reactors. 
When he was questioned about re- 
sponses to the AEC’s latest offer to pri- 
vate industry to help in the design and 
development of atomic power plants, 
Strauss pointed out that five or six will 
be producing power this year and that 18 
are under construction and will be com- 
pleted by 1962. He revealed three new 
proposals which the AEC has just re- 
ceived. The proposals are from American 
Gas & Electric Service Corporation, act- 
ing for a group of utilities in Indiana, 
Ohio, Pennsylvania, and Kentucky which 
want to build a 13,000-kilowatt plant by 
1962 and to start work on a 200,000-kilo- 
watt plant; Pacific Power & Light Com- 
pany, in association with Washington 
Water Power Company, Montana Power 
Company, and Portland General Electric 
Company, wants to build a nuclear power 
plant near the AEC’s Hanford, Washing- 
ton, plant; and Pacific Gas and Electric 
Company has advised the AEC that it 
wants to build a “large-scale’’ plant. 


Ox February 21st the committee heard 
charges by the American Public 
Power Association that the AEC is 
“freezing out” publicly and co-operatively 
owned utilities from nuclear power devel- 
opment. Association President Samuel B. 
Morris of Los Angeles told the committee 
that terms of the AEC’s third round of 
invitations for private power reactor pro- 
posals stimulates the formation of large 
private utility combinations to sponsor nu- 
clear power projects. 





MARCH 14, 1957 





Telephone and 


Telegraph 


AT&T Head Sees Need for 
Higher Rates 


Bi Brarsiapns rates will have to be raised 
if the industry is to obtain the neces- 
sary new capital to keep up with an un- 
precedented growth. The warning came 
from Frederick R. Kappel, president of 
American Telephone and Telegraph Com- 
pany, in an annual report to the company’s 
stockholders. 

The report showed that earnings of the 
Bell system in 1956 were equal to $13.16 
a share of AT&T stock, compared with 
$13.10 in 1955. This slight increase, 
earned on a greater number of shares 
than in 1955, is not enough to sustain 
required system growth, Kappel said. In 
his letter to stockholders, Kappel stated : 


Expenses, including wages, have 
continued to rise and the higher cost 
of doing business must be met by 
further increases in rates. Earnings 
above the present level are needed to 
assure successful financing, fair treat- 
ment of share owners, and improved 
service. 


Kappel promised that Bell system com- 
panies “will vigorously pursue’ rate in- 
creases in many states. 

Bell system earnings on total capital 
were 6.8 per cent, the same as in 1955. A 


gain of $1,726,929,250 in assets during 
the year pushed total assets of the Bell 
system to $16,206,571,233, believed to be 
the highest level ever reached in corpo- 
rate history. The Bell system spent more 
than $2.2 billion for construction last year 
and will need to spend more in 1957, 
Kappel reported. 

“Right now, in common with all other 
business, we are experiencing higher costs 
of operation, including higher wage 
costs,” Kappel said. ““We cannot escape 
this, for we must have able people and 
pay to get them. We have continuously 
better equipment and operating methods. 
But the costs that arise from inflation are 
much greater than these savings.” 

Some of the high lights of the report 
were : the addition of 3,227,000 telephones 
to the Bell system last year—almost as 
many as the record gain in 1946; a 10 per 
cent increase in long-distance conversa- 
tions ; an increase of almost 50 per cent in 
calls to and from Great Britain, since the 
opening of the transatlantic telephone 
cable; direct dial service for some 11 mil- 
lion customers to nearby cities and towns. 
Some 2.7 million customers can now dial 
as many as 20 million other telephones all 
over the nation. 


— noted that share owners last 
year received valuable rights which 
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entitled them to subscribe for one new 
share at par, $100 a share, for each ten 
shares held. Some 5,715,000 shares, 99.8 
per cent of those offered, were purchased. 
More than half the share owners used 
their rights to buy stock and bought more 
than two-thirds of the issue. 

“The average market value of the 
rights was $6.93,” Kappel said. “This is 
the eighth time since 1946 that our share 
owners have had rights to subscribe to 
new securities. The market value of such 
rights for each share has totaled about 
$22.” 

In 1956, the Bell system added 41,000 
employees, for a total of 787,000. More 
than 115,000 of these employees have 
been with the Bell system twenty-five 
years or more. Some 345,000 have served 
less than five years. 

“But whether they are old or young 
in experience, the part they take in their 
communities, and their skills and spirit 
and understanding of what telephone 
users expect of them, are the greatest asset 
we have,” Kappel stated. 

The AT&T president also cited new 
telephone services under development. 
These included: (1) a home communicat- 
ing system that will provide new conven- 
ience in answering calls, talking from room 
to room, or talking from any telephone 
with a caller at the door; (2) a dial sys- 
tem for small businesses that will auto- 
matically connect incoming calls to a busy 
telephone as soon as the line is free; (3) 
a new telephone of a design especially 
suited for use in bedrooms; (4) a method 
for sending several conversations at the 
same time over local wires, and new 
microwave radio relay systems. 


¥ 


Bills in Congress 


: [ ‘HE independent telephone industry is 
justifiably worried over moves in 
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Congress to eliminate the exemption of 
operators at small telephone exchanges 
from the provisions of the Fair Labor 
Standards Act. Under the present law, the 
wages of operators at telephone exchanges 
having 750 stations or less are exempt 
from the provisions of the act. 

Hearings will begin on March Ist be- 
fore a subcommittee of the House Educa- 
tion and Labor Committee, headed by 
Representative Augustine B. Kelley 
(Democrat, Pennsylvania). Up for con- 
sideration will be Kelley’s own bill, HR 
4575, to remove the exemption. Other 
bills introduced in the House to repeal the 
exemption are HR 2879, by Representa- 
tive Miller (Democrat, California), and 
HR 4696, by Representative Roosevelt 
(Democrat, California). 

In the Senate, Senator Morse (Demo- 
crat, Oregon) has introduced a repeal 
bill, S 1178. A similar bill, S 1272, has 
been introduced by Senator McNamara 
(Democrat, Michigan), supported by 
Morse, and Senator Murray (Democrat, 
Montana). 


* * * * 


— the Bell system and the independ- 
ent telephone industry will be watch- 
ing with interest a bill recently introduced 
in the House by Representative Hiestand 
(Republican, California). | Hiestand’s 
measure, HR 4781, would change the in- 
terest rate charged for REA loans to rural 
electric and telephone co-operatives. The 
industry has long complained that the 
present fixed interest rate of 2 per cent is 
unrealistic—a view shared by President 
Eisenhower in his Budget message to 
Congress suggesting more flexible interest 
rates on government loans. 

Hiestand’s bill provides that REA set 
the same rate of interest on loans to co- 
ops that the U. S. Treasury must pay for 
borrowed funds. 
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Senator Langer (Republican, North 
Dakota) has introduced a bill, S 663, to 
repeal the excise taxes on communication 
and transportation services. 


> 


Telephone Topics 


._~ DENKI KENKyujJo (Koyo Elec- 
trical Machinery Laboratory), No. 
412, Kami-Ochiai, 1-chome, Shinjuku-ku, 
Tokyo, has just completed a new “Call 
Phone.” This device renders the voice of 
the speaker over the phone audible to the 
person called, even before he takes up the 
receiver, so that others in the phone’s 
vicinity will not waste time picking up a 
call for someone else. The appliance can 
easily be fixed to any telephone. When the 
person called picks up the receiver, the 
speaker’s circuit will automatically be cut 
off, so that the person called can begin 
talking at once, with no interruption. The 
makers believe this device is of great prac- 
tical value in a business office where many 
people are working close together. 


* * * xX 


Interior Department engineers have de- 
veloped a portable lightweight telephone 
for use in coal mine rescue operations. 
The Bureau of Mines has tested the new 
telephone in its experimental coal mine 
at Bruceton, Pennsylvania, and in rescue 
operations after two actual explosion and 
fire disasters in commercial mines, the 
department said. The new telephone, built 
with hearing-aid parts, was found safe for 
use in gassy mines. 


* * %* 


Hollywood cartoonist Walt Disney re- 
cently conjured up a world of talking cuff 
links and shirt buttons for the overseas 
audience of the Voice of America. Inter- 
viewed in Washington, D. C., February 
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3rd, he predicted the day will come when 
portable broadcast receivers “may be worn 
as today a shirt button or cuff link is 
worn.” If such comes to pass, Disney will 
probably not overlook the animated car- 
toon possibilities of Mickey Mouse or 
Donald Duck crawling under the bed 
searching for a missing telephone. 


* * * X* 


About 100,000 car owners in West 
Germany will soon be able to have tele- 
phones in their autos, the Bonn govern- 
ment has recently announced. The an- 
nouncement said the Postal Ministry also 
plans to set up a radio service enabling a 
driver to be summoned to the nearest tele- 
phone by a bell clanging in his car. 


* * +« * 


A NEW wrinkle — insurance-by-tele- 
phone—is being successfully tried by 
a credit union organized mutual insurance 
company in the Dallas, Texas, area. Mem- 
bers Mutual Insurance Company was set 
up by credit union members in 1952 with 
$250,000 capital. It services credit union 
members in 19 Texas cities. “Insurance- 
by-telephone” was launched by the com- 
pany in 1955. Members may telephone 
Enterprise 2323 at Dallas (a collect num- 
ber) and request either an automobile or 
a fire insurance policy. More than 100 
policies a month are being issued. 


* * *K * 


FCC Chairman George C. McCon- 
naughey says he has reached no decision 
on whether to retire when his present term 
expires June 20, 1957. There have been 
recurring reports that McConnaughey will 
not seek reappointment. McConnaughey 
has been with the FCC since 1954 when 
he was named by President Eisenhower 
for a recess appointment to complete the 
term of Commissioner George Sterling. 
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Book Value Ratios 


aon HERRMAN, vice president of 
Southern California Gas Company, 
has made an extensive study of (1) the 
ratio of market price to book value, and 
(2) the percentage of earnings on com- 
mon stock equity, for practically all elec- 
tric and gas utilities as of December, 1956. 
The detailed table is too long to reproduce 
here, but it is interesting to note that the 
average ratio of market price to book value 
for natural gas distribution companies 
(1.66) and for electric utilities (1.62) is 
very much the same, while the ratio for 
gas pipeline companies (2.38) is substan- 
tially higher. The percentage earned on 
book value is moderately higher for nat- 
ural gas companies (13.2) than for elec- 
tric companies (11.5) but for gas pipe- 
lines the figure (16) is substantially 
higher. 

The detailed tables for gas and electric 
stocks are arranged by states (with aver- 
ages for each state) except for those 
companies which operate in more than 
one state—principally the pipelines and 
integrated utilities. The percentage earned 
on book value differs widely between dif- 
ferent states and companies. For example, 
Pacific Lighting earned only 9.41 per cent 
while Indiana Gas & Water earned 17.19 


MARCH 14, 1957 


Financial News 
and Comment 


By OWEN ELY 


per cent, Minneapolis Gas 19.37 per cent, 
West Ohio Gas 21.10 per cent, and Hous- 
ton Natural Gas 25.10 per cent. In the 
electric list California and the New Eng- 
land utilities run well below the average 
of 11.47 per cent for 133 companies. 
Southern California Edison earned 8.68 
per cent and the three other California 
utilities were between 9 and 10 per cent, 
making an average for the state of 9.41 
per cent, which was nearly one-fifth be- 
low the U. S. average. 

Massachusetts, Maine, and New Hamp- 
shire were also well below the U. S. figure, 
the state averages being 8.83, 8.81, and 
9.26 per cent, respectively. If Eastern 
Utilities Associates should be omitted 
from the Massachusetts list the average 
would drop to 8.27; the important Bos- 
ton Edison had a return of only 7.04. 
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New York was also on the low side with 
an average of 9.23. 


Shee percentages earned on book value 
are interesting for comparative pur- 
poses, but otherwise may not be of great 
significance, because they reflect so many 
variables. Book value is an historical com- 
posite of all the offerings of common 
stock during the company’s history, pos- 
sibly at widely varying prices, as reflected 
in capital surplus; it also reflects (through 
earned surplus) the whole history of re- 
tained earnings which in turn is governed 
by rates and regulations, operating effi- 
ciency, dividend pay-out policy, capital 
leverage, etc. 

Naturally we would expect to find 
growth companies earning a higher per- 
centage on book value, and this is exem- 
plified by the average of 12.82 per cent 
for Florida utilities and 15.35 for Texas 
utilities, as compared with the low figures 
cited above for California and New Eng- 
land where stringent regulatory policies 
in the past have held earnings to below- 
normal levels. Also in the so-called “fair 
value” states, such as Ohio and Pennsyl- 
vania, the ratios are well above the U. S. 
average—Cincinnati G&E with 16.17 per 
cent and Pennsylvania P&L with 15.66 
per cent are outstanding. 


¥ 


The Outlook for Electric 
Utilities 

| meee S. BLack recently gave his an- 

nual discussion and forecast of trends 
in the electric utility industry before the 
New York Society of Security Analysts, 
which are summarized as follows. The 
accompanying charts were redrawn from 
slides used by the speaker to illustrate his 
projections. (See pages 396 and 398.) 

As an answer to those who fear the 
effects of inflation on the industry, he 
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pointed out that over the past fifteen years 
the electric utilities have shown a 33 per 
cent increase in productivity in the use of 
coal, a 25 per cent increase due to larger 
generating units, and a 20 per cent increase 
due to improvement in the load factor. On 
an over-all basis efficiency is thus about 
three times as great now as it was fifteen 
years ago. 

More recently investors have worried 
about higher interest rates and the increas- 
ing cost of money to the utilities. But as 
an offset, he pointed out, there are con- 
tinuing economies in operation. Thus 
while output went up 10 per cent last year, 
the number of employees increased only 
1 per cent, the amount of fuel burned only 
7 per cent, and maintenance costs only 5 
per cent. Revenues were up 9 per cent 
(with practically no benefit from rate in- 
creases) and expenses increased by the 
same amount. Stockholders received 7 
per cent more in dividends. 


| qrmness further gains in the use of 
electricity, he pointed out that electric 
space heating and cooling is a promotion 
program which is still in its infancy, while 
usage gains in stores, office buildings, and 
factories continue to accelerate. He made 
the following predictions for the entire 
electric utility industry in 1957: 
Construction expenditures are expected 
to hit a record high of $4.8 billion versus 
$3.8 billion last year. With these expendi- 
tures the industry should add about 9.4 
million kilowatt capacity compared with 
last year’s 7.3 million, which was less than 
anticipated due to the prolonged Westing- 
house Electric strike. About 1.2 million 
new customers should be added during 
the year, bringing the total to 55.2 million. 
Revenues should gain 9 per cent again, 
bringing the total to $8.7 billion. 
Excluding government projects, the 
projections work out as follows: Private 
power companies should spend $3.8 billion 
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this year (versus $2.9 billion last year) 
bringing utility plant up to $40 billion at 
the end of the year. Revenues this year 
should rise from $7.5 billion to $8.15 bil- 
lion. Net income should increase 7} per 
cent to $1.46 billion. 

The speaker predicted that the Federal 
Reserve Board index would average 148 
this year compared with 143 in 1956— 
this was used as a basis for forecasting in- 
dustrial power sales. Total kilowatt-hour 
sales are expected to increase 8.3 per cent 
this year to 573 billion kilowatt-hours. 
Industrial sales in 1956 reached 59 billion 
kilowatt-hours, considerably higher than 
predicted a year ago because of larger sales 
to the AEC; this year they should increase 
about 19 billion kilowatt-hours or 7 per 
cent, with sales to the AEC leveling off 
around 60 million kilowatt-hours. 


ape ome sales were about 4 per cent 


less than forecast last year owing to 
weather conditions, which are now becom- 
ing an important factor due to air con- 
ditioning. Assuming normal weather this 
year, he estimated that residential sales 
would go up 12.5 per cent, bringing them 
up to 150 billion kilowatt-hours. The rea- 
son for this rather substantial gain would 
be threefold—the weather factor, the an- 
ticipated addition of over one million resi- 
dential customers, and a substantial gain 
in residential usage based on record sales 
of appliances in 1956 amounting to $8.4 
billion. This year residential usage should 
increase by 260 kilowatt-hours, compared 
with last year’s gain of 229 kilowatt-hours 
—making up the amount lost due to 
weather. In further support of this fore- 
cast he predicted an increase in disposable 
personal income to $289 billion this year 
compared with $281 billion last year. 
Taking a more detailed look at appliance 
sales, he pointed out that air-conditioning 
sales jumped 39 per cent last year. Sales 
of electric blankets (a good load builder) 


were up 34 per cent. Automatic coffee 
makers gained 39 per cent, dehumidifiers 
187 per cent, dish washers 36 per cent, in- 
side fans 34 per cent and window fans 54 
per cent, and portable food mixers 63 per 
cent. On the other hand, sales of water 
heaters, electric ranges, and refrigerators 
declined last year and he did not expect 
them to make any substantial recovery 
this year due to the decline in residential 
building. On an over-all basis, the sales 
index for appliances should rise to 186 per 
cent this year compared with 174 per cent 
last year. 


= was expressed regarding the 
future of the heat pump, and there 
was criticism of some utility managements 
which have shown no enthusiasm for pro- 
moting their use. Lack of local servicing 
agencies is also a handicap. However, he 
thought that within a decade 30 per cent 
of new homes would use heat pumps and 
later as much as 50 per cent. He empha- 
sized that the heat pump is inefficient only 
about 10 per cent of the time—on the cold- 
est winter days. 

The average residential rate is expected 
to decline about .02 cents in 1957 to 2.57 
cents, but the decrease may be somewhat 
slower in future. 

Turning to an analysis of expenses in 
1956-57: Taxes took a somewhat smaller 
“bite” (23.8 per cent of revenues) than 
anticipated due to the liberalized deprecia- 
tion provisions of the 1954 Revenue Act 
and the fact that more of the utility com- 
panies have been taking advantage of 
these provisions. However, with costs of 
fuel jumping, the operating ratio went to 
44.4 per cent and may creep higher to 44.5 
per cent this year. While the number of 
pounds of coal per kilowatt-hour gener- 
ated hit a new low last year of .94 pound, 
this was more than offset by the higher 
price of fuel. 

Fuel costs may rise to 16.7 per cent of 
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the revenue dollar in 1957. However, 
higher fuel costs may eventually be re- 
couped (to the extent not offset by fuel 
adjustment clauses) by rate increases. At 
the end of the year there were pending 11 
applications for rate increases, involving 
$26 million. This was twice the number 
and three times the dollar amount of in- 
creases approved during the year 1956. 
(In this connection it may be added that 
Southern California Edison recently 
raised its rate increase application from 
$13 million to $34 million.) 


aeigpnnena earnings on the investment 
in utility plant, last year this hit a 
high of 5.25 per cent but this year may re- 
cede slightly to 5.2 per cent. The ratio of 
common dividends to common stock equity 
(including earned surplus) has been rising 
consistently, reaching 8.7 per cent last 
year, but may drop slightly to 8.6 per cent 
this year. 

Construction expenditures of the in- 
vestor-owned utilities reached a record 
high of $2.9 billion last year—slightly 
higher than in 1953—and they are expect- 
ed to jump to $3.8 billion this year. 

Referring to the inroads of public pow- 
er, no significant change is anticipated 
over the next three years. In 1955 pri- 
vately owned capacity was 75.9 per cent 
of the U. S. total. This year it may drop 
to 75.4 per cent but in 1959 it should be 
up to 76 per cent. 


M‘ Ny analysts are interested in growth 
electric utilities. The two leaders 
with respect to 1957 increases in generat- 
ing capacity are Idaho Power, with an 
anticipated increase of 158 per cent, and 
Southern Nevada Power, with 136 per 
cent. 

Regarding the factors to study in the 
period ahead, he offered the following ad- 
vice to analysts and investors: 

1. Watch the amount of reserve capac- 


ity, since in any economic recession those 
that are short of capacity might fare 
better. 

2. Any utilities which have been earn- 
ing a relatively high rate of return do not 
have so much occasion for worry now, 
since high interest rates should be recog- 
nized as a factor in rate of return by regu- 
latory authorities. 

3. Share earnings this year will be ben- 
efited by increases in the bookkeeping 
credit for interest during construction, 
since the amount of construction will be 
at a record high level. 

4. Load factors are not a concern, 
where companies with present rates have 
shown good earnings growth. 

5. Electric companies with good area 
development programs should be watched 
since this will bring new business into 
their territories. 

6. Companies that are promoting elec- 
tric house heating should also be watched, 
as “they may fool the pessimists.” 


¥ 


Consolidated Edison 
Convertible Debentures 


agen stockholders of Consolidated 
Edison of New York of record Feb- 
ruary 25th were offered the right to sub- 
scribe to $100 debentures at par for each 
25 common shares held, making 250 rights 
per $1,000 bond. The offering is under- 
written. The bonds will be convertible 
after June 1, 1957, at 45.45. At the recent 
price of $44 for the shares, the stock 
yields 5.45 per cent based on the $2.40 
dividend. Pro forma interest requirements 
before income taxes were covered about 
4.4 times in 1956. 

H. R. Searing, chairman of the board, 
at the special meeting of stockholders 
which approved issuance of the deben- 
tures, pointed out that in the postwar pe- 
riod the company spent about $900 mil- 
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lion for construction, of which some 56 
per cent came from internal cash and 44 
per cent from issuance of debt—mainly 
mortgage bonds. This has resulted in in- 
creasing the debt ratio from 37 per cent 
to 50 per cent, which is slightly below 
that of the industry as a whole. 

During the next five years—1957 
through 1961—the company will need at 
least $650 million more and the company 
decided that an issue of convertible de- 
bentures would be logical at this time. Mr. 
Searing stated: 


Convertible debentures are a well- 
accepted medium for the indirect sale 
of common stock and have two impor- 
tant advantages over the direct sale of 
shares. In the first place, assuming a 
conversion price near-the market, con- 
vertible debentures provide a means of 
raising equity capital at a better price 
per share than the direct sale of com- 
mon stock. Or, put another way, fewer 


e 


shares of common stock have to be is- 
sued for the amount of money raised. 

In the second place, the shares of 
common stock are not all issued at 
once, because the debenture holders do 
not all convert at once. Actually, the 
conversion of the debentures extends 
over a considerable period of time and 
occurs as the market price of the stock 
advances. If the price advance is based 
upon higher earnings—and this is 
usually the case—the adverse effect of 
the increased number of shares on the 
amount of earnings per share is likely 
to be minimized. 

Furthermore, convertible debentures 
are attractive to certain types of in- 
vestors, principally institutions which, 
for one reason or another, are not buy- 
ers of the company’s mortgage bonds 
or its common stock, and so a new class 
of investors for company securities is 
reached. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


2/20/57 Divi- 
dend 


Pipelines 

Ala.-Tenn. Nat. Gas .... 
Commonwealth N. G. ... 
FE Tenn. Nat. Gas .... 
Miss. River Fuel 
Southern Nat. Gas 
‘Tem. Gas Trans, ...... 
Texas East. Trans. 
Texas Gas Trans, 
Transcont, Gas P. L. ... 


Lf 
— 
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Averages 


Integrated Companies 
American Nat. Gas 
Arkansas-Louis. Gas ... 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas . 
Consol. Gas Util. ...... 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Util. .. 
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1.65Se 
1.66Se 
3.50Se 
1.98De 
2.50# 


Mountain Fuel Supply ... 
National Fuel Gas 

Northern Nat. Gas .... 
Oklahoma Nat. Gas 

Panhandle E. P. L. .... 
Pennsylvania Gas ...... 
Peoples G. L. & Coke ... 
Southern Union Gas .... 
United Gas Corp. ....... 


Averages 


Retail Distributors 


Alabama Gas 

Atlantic Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central El. & Gas 
Central Indiana Gas .... 
Chattanooga Gas ....... 
Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana G. & Water .... 
Laclede Gas 

Michigan Gas Utils. .... 
Midsouth Gas 
Minneapolis Gas ....... 
Miss. Valley Gas 

Mobile Gas Service .... 
New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas ....... 
North Shore Gas 

Pacific Lighting 
Pioneer Nat. Gas. ...... 
Portland Gas & Coke .. 
Portland Gas Light 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

South Jersey Gas 
United Gas Impr. ...... 
Wash. Gas Light 
Wash. Nat. Gas 
Western Ky. Gas ...... 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
_ Incr. Approx. 
2/20/57 Divs Recent In Sh. Price- Div. Common 
Price dend Approx. Share % In- Earns. Earns. Pay- Stock 
About Rate teld Earns. crease 1951-55 Ratio out Equity 
Communications Companies 
Bell System 


Amer. T. & T. (Cons.) .. 177 
Bell Tel. of Canada 47 
Cin. & Sub. Bell Tel. .... 
Mountain Sts. T. & T. .. 
New England T. & T. ... 
PAGE 1. 16E Le. asec andes 


1% $13.10*De 5 69% 67% 
3 2.43#* 82 = 63 
2 : J 83 100 
4 8 ; 76 = 78 
0 89 = 60 
5 84 §= 58 
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So. New Eng. Tel. ...... 40 2.00 50 2.22De 15 


Averages 


Independents 
Anglo-Canadian Tel. .... 32 $ .60 
British Col. Tel. ........ 45 2.00 
Cant, trier, Tel. ......4. 4 70 
Calif. Water & Tel. .... 1.20 
Central Telephone 20 
Commonwealth Tel. ..... 
Florida Telephone ...... 
General Telephone 
Hawaiian Telephore .... 
Inter-Mountain Tel. .... 
Peninsular Tel. ......... 
Rochester Tel. .......... 
Southeastern Tel. 
Southwestern St. Tel. ... 
United Utilities 

West Coast Tel. ........ 
Western Union Tel. ..... 
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% $1.76Se 
3.32Se 

.87Se 
1.46# 
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Transit Companies 
Baltimore Transit ...... 
Cincinnati Transit 
Dallas Transit 

Fifth Ave. Coach Lines 
Greyhound Corp. ....... 
Los Angeles Transit .... 
Nat. City Lines 
Niagara Frontier Trans. 
Phila. Transit 

Rochester Transit ...... 
St. Louis P. S 

fi gs es ee 
United Transit 
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Water Companies 
Holding Companies 
S American Water Works . : 5.6% $1.04Se 
Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water A .. 
Jamaica Water 
New Haven Water .... 
Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Un. Water ... 
San Jose Water 
Scranton-Springbrook ... 
Southern Calif. Water .. 
West Va. Water Service 


$ 


$2.04# 
2.99De 
3.01Ap 
3.60# 

1.42De 

2.94Se 
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Averages 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. #—Year ended December, 1955. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. (e)— 
Also paid 5 per cent stock dividend December 12, 1956, (i)—Paid 2 per cent stock dividend December 
10, 1956. (j)—Paid 10 per cent stock dividend November 21, 1956, (k)—Paid 3 per cent stock dividend De- 
cember 19, 1956. NC—Not comparable. NA—Not available. D—Decrease. X—Deficit in 1951. *On aver- 
age shares. **1951 was an abnormally bad year. 
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New Approaches to Conservation 


6 fer controversial “partnership” power 
policy has probably provoked more 
unintelligent discussion than any other 
program of the Eisenhower administra- 
tion. When the policy is not attacked as a 
disguised “giveaway” of our natural re- 
sources, it is denounced as a welter of con- 
flicting principles. It seems plain at this 
point that the policy has attracted adverse 
criticism, primarily because of what many 
conceive to be its chief virtue—an undog- 
matic approach to the complex problems 
of reclamation and conservation that the 
nation now faces and will have to face in 
the future. 

One of the clearest explanations of the 
administration’s attitude toward natural 
resources was given recently by Fred G. 
Aandahl, Assistant Secretary of the In- 
terior, in an address before the National 
Farm Institute, in Des Moines, Iowa. The 
administration’s approach, said Aandahl, 
is “neither revolutionary nor reactionary. 
It rests on some common-sense proposi- 
tions on which I think all of us can agree.” 

“The first,” he explained, “is that the 
proper end for these resources is use, for 
the human needs of our people today and 
our people tomorrow. 

The Department of the Interior is not 
presiding over a huge museum, filled with 
land and water and mineral resources and 
locked to the living generation. This ad- 


ministration believes these resources are 
valuable only as a means to an end—the 


‘betterment of human life. They must 


therefore be used. 

“They must not, however, be wasted. 
And they must not be used in a way which 
will deprive future generations. They 
must, in short, be conserved. And wher- 
ever possible they should be developed, 
made more productive. The problem is in 
doing all these things—using, conserving, 
developing—at the same time. 


4 A SECOND proposition is that the 

federal government will not, and 
should not, handle this problem all by it- 
self. Unless you believe in a system of 
complete federal domination, you accept 
the existence and the desirability of pri- 
vate enterprises and many of these will 
inevitably get into the field of natural re- 
sources. The big power company is one 
such private enterprise; the small family- 
owned farm is another. You accept also 
the existence and desirability of state and 
local governments ; these again will neces- 
sarily often get into the natural resources 
field. 

“A third proposition is this: Private en- 
terprise alone can’t, and shouldn’t, handle 
the problem. How a man uses his natural 
resources capital is of concern not just to 
himself but to his fellow countrymen, 
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present and future. The federal govern- 
ment has a proper, and a vital, role to 
play. So do state and local governments. 

“As I’ve said, most Americans would 
accept these propositions. They are just 
common sense. They are part of our sys- 
tem. The practical problem then becomes 
one of balance: How much federal gov- 
ernment? How much state and local gov- 
ernment? How much private enterprise? 

“Such questions the administration asks 
itself daily, as one practical matter or an- 
other arises. For the administration is 
simply trying to see that every group— 
federal, state, and local, public and pri- 
vate—does its full and proper share in 
each individual case, to assure maximum 
conservation and development of our re- 
sources.” 


| | NDERLYING administration thinking is 


a keen awareness of the need for 
water for a nation whose population is 
expected to reach 221 million by 1975. 
Said Aandahl: 


Neither agriculture nor man himself 
can exist without water. Our 1975 pop- 
ulation will need about 453 billion gal- 
lons of water a day—almost twice the 
amount we need now. Nearly 170 billion 
gallons of this will be needed for irriga- 
tion. Another two billion gallons will be 
needed for watering livestock and tak- 
ing care of the domestic needs of rural 
families. 

In these days of drought and of water 
scarcity even in metropolitan areas, a 
speaker might not seem to be adding to 
the peace of mind of his audience by 
mentioning the growth in water de- 
mand. But you have to remember sev- 
eral things: The total 1975 daily de- 
mand equals only about one-third of the 
amount of water which every day runs 
off, and percolates into, the soil of the 
United States. Already, by building 
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more reservoirs, we could get for our- 
selves a supply of 630 billion gallons a 
day—considerably more than the 1975 
demand. It would be economically pos- 
sible to do so. Of course, you have to 
have the water in the right place at the 
right time; a flood in Ohio can’t make 
up for a drought in Texas. 

But even so, we have to keep on 
working on this problem. Our popula- 
tion growth isn’t going to level off in 
1975. And the amount of runoff—the 
water available to us—isn’t going to in- 
crease. For these reasons, the Depart- 
ment of the Interior and other govern- 
ment agencies are spending a good deal 
of money on research to expand our 
knowledge of how to get the water we 
shall need. The Geological Survey, for 
example, had an appropriation last year 
of $8.5 million for water resource in- 
vestigations. Over $5 million of this 
amount is to be used to match state 
funds. The President has recommended 
that in the coming fiscal year the work 
of collecting water resource data be ex- 
panded. 


Ou of the most encouraging develop- 
ments in the battle to increase water 
supply is the progress being made in the 
conversion of salt water to fresh water. 
Research conducted by Interior’s Office of 
Saline Water has already resulted in a sig- 
nificant reduction of the cost of convert- 
ing salt water, according to Aandahl, who 
called the work being done on this prob- 
lem of the greatest importance. Said Aan- 
dahl: “When we can economically take 
water from the ocean and use it for agri- 
culture, for industry, and for human con- 
sumption, we shall have a source of water 
which is practically without limit.” 

At the present time, Aandahl said there 
are several methods in use for the conver- 
sion of saline waters. In a couple of the 
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methods, the estimated cost is now down 
to 60 cents for a thousand gallons. A 
third method can convert certain types of 
brackish water for about 40 cents per 
thousand gallons. “Because of the prog- 
ress that’s been made,” Aandahl said, “we 
could today supply you with converted 
sea water for less than the price you now 
pay for bottled mountain water. And we 
expect to keep on bringing the price 
down.” 

Another means of enlarging the supply 
of available water is to reduce evaporation 
in the reservoirs. Chemists have long 
known, Aandahl pointed out, that if you 
spread extremely thin layers of certain 
substances over a water surface, you can 
prevent evaporation. The most effective 
known substance is hexadecanol, or cetyl 
alcohol. Research undertaken by the Bu- 
reau of Reclamation has determined that 
this substance can be safely used in reser- 
voirs without harm to human beings or 
fish. Primary results from an experiment 
with cetyl alcohol on Kid’s Lake near 
Oklahoma City have been most encourag- 
ing, Aandahl said. The implications, he 
added, are tremendous. “If a city like 
Oklahoma City could reduce the evapora- 
tion from its reservoirs by only 30 per 
cent—and this figure is quite probably 
conservative—it could save about $200,- 


000 a year on its water bill. Actually re- 
ductions of evaporation as high as 65 per 
cent have already been achieved,” he said. 


NEw factor has been introduced, so 

far as water conservation is con- 
cerned, with the development of atomic 
energy. In due course, Aandahl believes, 
atomic energy can be used to carry the 
load of gigantic pipeline systems that can 
bring fresh water to every part of the 
country, incidentally providing a use for 
pipelines now used to carry natural gas 
should that resource ultimately prove to 
be exhaustible. 

“The prospect,” said Aandahl, “is ex- 
citing: a national population surging well 
past the 200 million mark; great reclama- 
tion and irrigation projects going for- 
ward; a network of pipelines carrying de- 
salted water from the seacoasts to places 
where it is needed; hydrogen or atomic 
power pumping this water through the 
pipes, the same power firming hydroelec- 
tric output at the great dams.” 

But this prospect, however unusual, 
concluded Aandahl, is just an extension 
of the vision which guided Theodore 
Roosevelt and Gifford Pinchot a half-cen- 
tury ago—a vision shared by an ever- 
growing number of Americans since their 
time. 





Competitive Power from Nuclear Fission 


_ the Atomic Energy Commission 
sharply divided on the adequacy of 
the government’s atomic industry pro- 
gram, a view from private industry on 
progress to date and prospects for the fu- 
ture comes at a particularly appropriate 
time. Such a view was presented recently 
in an address by Willis Gale, chairman of 
the Commonwealth Edison Company of 
New York, before The Bond Club of 
New York on February 20th. 


Gale’s discussion of the prospects for 
the achievement of competitive power 
from nuclear fission was based on first- 
hand knowledge acquired from his com- 
pany’s plans for a nuclear plant. The 
plant, called “Dresden Station,” will be 
located on a 950-acre site about 50 miles 
southwest of Chicago. 

Commonwealth. Edison has a contract 
with General Electric for the construction 
of Dresden for $45 million. According to 
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Gale it is the largest all-nuclear plant yet 
authorized. Associated with Common- 
wealth Edison in what is known as the 
“Nuclear Power Group” are American 
Gas & Electric Service Corporation, Bech- 
tel Corporation, Central Illinois Light 
Company, Illinois Power Company, Kan- 
sas City Power & Light Company, Pacific 
Gas and Electric Company, and Union 
Electric Company. Commonwealth Edi- 
son will own and operate the plant and is 
paying $30 million of the $45 million con- 
tract price. Gale’s company is also furnish- 
ing the site and incurring substantial over- 
head costs. The companies associated in 
NPG are providing $15 million of the 
contract price as a research and develop- 
ment expense. The plant is scheduled for 
completion in 1960. 


H close will Dresden come to pro- 
ducing competitive power? “On the 
basis of disregarding the $15 million of 
research contributions,” said Gale, “we 
estimate that the plant ultimately will pro- 
duce power at a cost, including fixed 
charges, operating expenses, and fuel, of 
approximately three-fourths of a cent per 
kilowatt-hour. This is about the same as 
the cost of power from our newest coal- 
fired plants.” 
He continued : 

If the $15 million of research contri- 
butions were included, the estimated 
cost would be about one cent per kilo- 
watt-hour, or one-third higher than 
that from our conventional facilities. 
These unit power costs, of course, as- 
sume that General Electric’s expendi- 
tures will not exceed the $45 million 
contract price. I doubt if this is a valid 
assumption. 

All this means that if General Elec- 
tric can sell the second, third, or fourth 
plant of our size and type for $15 mil- 
lion less than the first, we may be on the 
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track of competitive nuclear power. But 
that “if” is a big one. 

Having firsthand knowledge of the 
problems involved in actually building 
a plant, I can state with some assurance 
that competitive nuclear power is not 
just around the corner. This is espe- 
cially true in the United States where 
fossil fuels are plentiful and cheap. 

On the other hand, I am equally con- 
fident that sooner or later competitive 
nuclear power will become a reality. It 
will be achieved through the building 
of a series of full-scale model T’s re- 
sulting in gradual improvement in our 
technology. Also, it may come in part 
as a result of a rise in the cost of fossil 
fuel. 

So the first lesson . . . is— 

Don’t go overboard on atomic power 
for the short term but be optimistic for 
the long term. 


N the question of where the United 

States stands in relation to what has 
been publicized as an atomic power race 
with England and Russia, Gale believes 
there is no need to be concerned about the 
technical progress of our nuclear power 
program in the United States. He stated: 


We may not have as many kilo- 
watts of nuclear capacity as England or 
Russia five or ten years from now. In 
my opinion, that is not of overwhelm- 
ing significance. What is important is 
that we stay in the lead in technological 
development which I believe we will do. 
That, for America, should be the sig- 
nificant fact. We are not faced with a 
shortage of power. It is “know-how” 
we need, not kilowatts. 

On the other hand, there is a grow- 
ing opinion, in and out of government, 
that international prestige makes it de- 
sirable for us to accelerate our pro- 
gram. Commissioner Harold S. Vance 
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of the AEC made an excellent statement 
of this problem in his appearance before 
the Atomic Industrial Forum in Chi- 
cago last September. 

I know from personal contacts that 
a number of men in Congress, wholly 
without reference to the public versus 
private power issue, sincerely believe 
that our atomic power program should 
be accelerated for this reason. 





yn recalled that toward the close of 
the last session of Congress, Senator 
Gore and others sought to bring about the 








“FROM NOW ON YOU STAY GROUND GRUNT, OK?” 


passage of a bill which called for the con- 
struction by the AEC of $400 million of 
atomic plants. The bill was the subject of 
heated controversy. It has been reintro- 
duced this year and may be the subject of 
further controversy. 

“Everything considered,” Gale said, “I 
do not disagree with those who believe 
that our atomic power program should be 
expanded beyond the ability of private in- 
dustry to carry the entire cost. In my 
opinion, however, the expansion should be 
accomplished so that public power is not 
favored over private power. In fact, the 
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matter is of such importance that the pub- 
lic power controversy ought to be kept out 
of it entirely.” 


ego believes the AEC’s so-called 
“Power Demonstration Reactor Pro- 
gram,” under which the AEC makes re- 
search contributions toward the cost of 
reactors, provides the framework for the 
government and the utilities, both private 
and public, to co-operate in the building 
of additional power reactors. To comple- 
ment that program, Gale recommends: 


(1) That Congress declare as a mat- 
ter of national policy that the demon- 
stration program be expanded. 

(2) That Congress specify the ex- 
tent of the expansion. 

(3) That Congress appropriate the 
necessary funds. 

(4) That Congress give the AEC 
specific authority to make direct cash 
contributions toward the capital cost of 
a reactor to be built by an existing pri- 
vately or publicly owned utility. 

(5) That Congress specify that the 
government funds appropriated for the 
demonstration program be allocated be- 
tween privately and publicly owned sys- 
tems roughly in proportion to the pres- 
ent amount of private power compared 
with the present amount of public 
power. 

Under the Demonstration Program, 
the AEC has made or is negotiating 
contracts with both privately and pub- 
licly owned utilities. The Yankee 
Atomic Electric project is an example 
of the former. The Nebraska Consum- 
ers Public Power District project is an 
example of the latter. This policy should 
be continued. 

(6) That Congress specify the gen- 
eral principles on which contributions 


would be based. 
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Any utility, public or private, ought 
to be willing to put into a project an 
amount justified on the basis of its own 
conventional power costs. The utility 
should pay an amount on the basis of 
which the over-all unit cost of power 
would be the same as that from its con- 
ventional facilities. 

The contribution by the AEC should 
be the difference between the utility’s 
investment and the total cost of the 
plant. It would be highly desirable if a 
large part of the utility’s share could be 
fixed, and the AEC’s contribution most 
of the uncertain excess. It is almost im- 
possible to estimate accurately the final 
cost of a project where new concepts 
are involved. 


. ye is Gale’s proposal for accelerating 
the nuclear power program through 
co-operation between the utility industry 
and the AEC. 

As he sees it, the principal advantages 
of this proposal are: 

First, it would minimize the public 
versus private power controversy in rela- 
tion to atmoic power. 

Second, it would encourage a maxi- 
mum of financial participation by existing 
utilities and would correspondingly reduce 
the burden on the federal treasury. 

Third, it would provide the foundation 
for a true atomic power industry in the 
United States. We will not have such an 
industry until existing utilities, after a 
careful study of relative costs, walk up to 
the counter and buy nuclear plants as a 
strictly business matter. Actual experi- 
ence with demonstration reactors would 
provide the basis for these decisions. 

Up to now the principal concern has 
been to learn how to make power from the 
atom, Gale said. Now that we have, the 
principal concern is to learn how to make 
competitive atomic power. In this phase, 
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there must be a maximum of participa- 
tion by existing utilities. 


IX conclusion, Gale put in a plug for the 
indemnity bill in which every private 
and public builder of a reactor has a vital 
interest. This bill was favorably reported 
last year by the Joint Committee on 
Atomic Energy. It would provide federal 
indemnity up to $500 million against 
third-party public liability in excess of the 
private liability insurance carried by the 
reactor owner. Said Gale: 


In time, atomic power plants will 
prove to be at least as safe as conven- 
tional plants. As Mr. Satterfield of the 
AEC staff recently said, the opinion is 
that the risk of disaster resulting from 
an atomic power plant is substantially 
zero. Nevertheless, no scientist can 
demonstrate this without actual ex- 
tended experience in the operation of 
reactors and none is willing to say that 
the risk is zero. It is in the interest of 
the public at large, as well as in the 
interest of reactor owners, that this re- 
mote, but potentially large, risk be pro- 
vided for. 

There was almost universal agree- 
ment as to the need for federal indem- 


nity and almost universal approval of 
the form of the bill proposed by the 
Joint Committee. It failed to pass only 
because it became involved with the 
Gore Bill controversy. 

It is of vital importance that the in- 
demnity bill, which has been reintro- 
duced, be passed by the present Con- 
gress. 


66 ]N the past year, we have had a num- 

ber of contacts with the Joint Com- 
mittee and particularly its then chairman, 
Senator Clinton P. Anderson, and our 
Illinois member, Melvin Price,’ Gale 
stated. “In our presentation of the indem- 
nity problem, we were given every con- 
sideration. We believe that the entire com- 
mittee approached this problem with true 
statesmanship. I am confident that this 
will be true also under Chairman Dur- 
ham’s leadership.” 

Gale said his experience with the Joint 
Committee on Atomic Energy has con- 
vinced him that it is possible to get along 
with Congress on a fair give-and-take 
basis and that industry ought to make 
every effort to do so. If it does, he is sure 
that it will help speed the development of 
competitive atomic power. 





Oil Price Boost Hits Florida Utilities 


i be sharp increase in fuel oil prices 
has created a problem for both public 
and private utilities in Florida, which is 
wholly dependent on oil for steam genera- 
tion, as contrasted with other states which 
have coal and/or natural gas. 

McGregor Smith, chairman of the 
Florida Power & Light Company, Miami, 
recently sent a telegram to President 
Eisenhower and to Florida’s delegation in 
Congress protesting against what he 
termed “unjustified” increases. 

In a statement, he said: 


We know of no reason whatever to 
justify any such terrific increase in fuel 
oil prices. We are glad that Congress is 
setting up two oil investigating com- 
mittees. We hope they will act promptly. 
The economy of Florida is based on 
fuel oil and it is one of the largest users 
in the nation. 


“Back in 1948,” continued Mr. Smith, 
“when oil prices were skyrocketing be- 
cause of a tanker shortage, they did not 
soar to today’s prices.” At that time, he 
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added, the mayors of Florida hastened to 
Washington and appeared before various 
governmental officials, Florida Senators 
and Representatives, and a congressional 
oil investigating committee which was in 
session then, and demanded relief from 
the “prohibitive oil prices.” Shortly 
thereafter the price of fuel oil dropped 
more than half. He stated further : 


We do not understand that there are 
any large amounts of fuel oil being 
shipped out of the country to western 
Europe. The allowable production set 
in Texas, according to our information, 
has not been increased. The shortage of 
tankers should not bring about any 
sharp rise in prices at Gulf refineries. 

We are hopeful that some concerted 
action will be developed by our public 
officials of Florida to bring the serious- 
ness of this matter to the attention of 
our congressional delegation, President 
Eisenhower, and others who may be in 
a position to do something about it. 


WwW the major private utilities in 
Florida are protected by an escalator 
clause whereby their rates are based on 
fuel oil prices, most of the publicly owned 
utilities have no such clause. J. Dillon 
Kennedy, commissioner in charge of elec- 
tricity and water in Jacksonville, asserted 
that the increases in fuel oil prices will 
cost Jacksonville about $1 million a year. 
At Tallahassee the city commission passed 
an ordinance for the second time in two 
weeks raising electric rates 3 per cent each 
time, but permitting the rate to rise or fall 
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in consonance with fuel oil prices. Jack- 
sonville and some other cities owning 
their own electric plants have not yet 
adopted such an escalator clause, which 
the private companies were permitted to 
do by the Florida Railroad and Public 
Utilities Commission. 

The electric rate rise permitted to the 
private utilities amounts to about 54 per 
cent under their protective clauses. The 
Florida Power & Light Company an- 
nounced that the first rise in fuel oil prices 
in December did not affect January resi- 
dential billings because the company was 
permitted under its contracts to take a 
certain quantity of oil at the old price. 
“This quantity,” said McGregor Smith, 
“has been used up and the new price is 
up approximately 30 cents a barrel, and 
residential bills beginning with meter 
readings February 10th will be based on 
our oil price at the end of January. This 
will mean an automatic 24 per cent in- 
crease in our residential rates affecting 
more than half a million customers. A 
second increase has just been announced 
but it will not be reflected in the Febru- 
ary bills as we will continue to purchase 
oil at the present price through the end of 
this month. It appears that this second 
increase will amount to at least 35 cents 
a barrel which we will be paying in Feb- 
ruary. This will add another 3 per cent 
to the residential rates beginning March 
10th, unless something is done in the 
meantime to bring about a reduction in 
fuel oil prices.” 

—C,. E. Wricut 





National Transportation Policy 


HE time has come for an “independ- 

ent re-examination” of the whole field 
of national transport policy, according to 
E. Roland Harriman, New York banker 
and railroad official. 
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Addressing the 1957 Transportation 
Management Program of the Columbia 
University Graduate School of Business, 
Harriman declared such a nation-wide 
study is especially opportune because the 











WHAT OTHERS THINK 























“DIRECT DIALING IS SENDING OUR SIGNALS ALL THE WAY 
TO KING WOMBASI!” 


report of the President’s Advisory Com- 
mittee, usually called the Cabinet Com- 
mittee, “has created more stir in the trans- 
portation industries than for many years 
past.” The meeting of the Transportation 
Management Program was held in Janu- 
ary at Arden House, Harriman, New 
York. 


14 HIs nation,” said the chairman of 

the board of the Union Pacific 
Railroad, “has not and never has had a 
complete and co-ordinated transportation 
policy. The so-called national transporta- 
tion policy of the Interstate Commerce 


Act applies only to those carriers that are 
regulated by the Interstate Commerce 
Commission. While that includes all of our 
railroads and most interstate petroleum 
pipelines, it covers perhaps only a third of 
our intercity trucking and 10 per cent of 
our domestic water-carrier movement of 
freight. It excludes both air transportation 
and ocean shipping, both of which are sub- 
jected to other and separately stated poli- 
cies and regulated by separate govern- 
mental agencies. Both in government and 
in business we look at separate portions of 
transportation most of the time and rarely 
at the whole. We develop not only clearly 
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distinct transportation industries, but dis- 
tinct government agencies charged with 
fostering, developing, and.regulating cer- 
tain of these industries. But to certain 
large segments of transportation we allow 
free and virtually unregulated develop- 
ment, while we place others under heavy 
restraint. It would appear strange indeed 
were such a mixture to produce for us the 
best of which we are capable.” 


I“ calling for an independent re-evalua- 
tion of the nation’s transport policy, 
possibly by universities such as Columbia, 
Mr. Harriman said the industry faces 
“enormous gaps in our knowledge of 
transportation, a fact which becomes more 
and more apparent as our unguided 
growth continues and as technical change 
and shifts in the business world increase 
the complexity of the transportation 
scene.” 

“The ICC,” said Harriman, “has pub- 
lished railroad statistics on a comparable 
basis as among companies since 1889, but 
it is astonishing how far existing data fall 
short of answering the more important 
questions of the present—witness the 
controversies over the passenger deficit, 
over the costs of conducting freight trans- 
portation, and over the usefulness of avail- 
able data for the measurement of effi- 
ciency and the control of operations. 

“About most motor freight transporta- 
tion we know virtually nothing. It would 
appear that only about 37 per cent of the 
intercity trucking is covered by ICC regu- 
lation and a moderate amount of statisti- 
cal information is collected only from the 
class I carriers among that 37 per cent.” 
He continued : 


With inland water transport, the case 
is possibly worse, since it is likely that 
only 10 per cent of the business is 
regulated and our information on the 
nonregulated portion is not much more 
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complete than on the unregulated truck- 
ing activities. 

Clearly, if we are to devise a wise 
transportation policy for the nation, at 
least the more important gaps in our 
knowledge must be filled. And an en- 
larged stock of information must be 
analyzed in such a way that it is brought 
to bear on the question “What kind of a 
transportation system would serve 
America best and how can we get it?” 
In a recent address Howard Freas of 
the Interstate Commerce Commission 
called attention to the need for much 
deeper study of our present transporta- 
tion problems and proposed that such 
study be undertaken with the co-opera- 
tion and financial backing of all ele- 
ments of the transportation industry. 
This is an excellent proposal. I would 
suggest, however, the extraordinary im- 
portance of securing conditions for such 
a study which leave as little room as 
possible for questioning of the motives 
of those chosen to carry out the work 
and as little room as possible for cries 
of bias or prejudice, for if any changes 
of consequences are proposed they will 
tend to hurt some interests in this com- 
plex field and to benefit others. 


Herean said that it may be that the 
universities “in some co-operative 


fashion and with foundation or other sup- 


port could undertake a work even of this 
magnitude, standing as they do independ- 
ent of government and of industry alike.” 
He noted a number of important stu- 
dies have been made in the universities 
of certain aspects of the transportation 
problem and others are in progress. An 
effort is being made at Northwestern Uni- 
versity to develop a transportation re- 
search and teaching center with industry- 
wide support, and significant special 
studies are under way at Harvard, at 
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Stanford, and at other institutions. But 
up to the present, he said, no one has come 
forward with a broader proposal which 
would utilize, in so far as possible, the 
resources available in a goodly number of 
institutions with a view to making a rela- 
tively massive attack upon the problem. 


“As the report of the President’s Ad- 
visory Committee, usually called the Cabi- 
net Committee, has created more stir in 
the transportation industries than for 
many years past, the time is perhaps par- 
ticularly ripe for independent re-examina- 
tion,” he concluded. 





Notes on Recent Publications 


OPERATIONS RESEARCH: A Basic Ap- 
PROACH. This new American Manage- 
ment Association report discusses opera- 
tions research without excessive depend- 
ence on mathematical formulas, By 
showing the applications of OR _ tech- 
niques in a number of industries, “Opera- 
tions Research: A Basic Approach” gives 
the typical operating executive a good in- 
troduction to this technical subject. 

The importance of operations research 
as a tool for problem solving and decision 
making is accepted today. Like many 
other new management developments, 
however, its complexity often prevents 
the nonspecialist from personally explor- 
ing its potentialities. 

This report avoids the almost inevitable 
complications by showing what has 
actually been accomplished by OR, while 
avoiding most of the formulae and jargon. 

Automatic data processing has given 
management an unparalleled opportunity 
to apply scientific and mathematical tech- 
niques to the solution of business prob- 
lems. Operations research has been used 
by the military, industrial, academic, and 
consulting areas, and the specific use of 
OR in solving industrial problems has 
been expanding rapidly. However, actual 
applications have been isolated: A recent 
Booz, Allen & Hamilton survey of 39 
companies identified as active in the OR 
movement shows that only three had a 
strong well-defined operations research 
program under way, another six had some 
projects under development, and the re- 
mainder had used OR techniques sporadi- 
cally. 

It is interesting to note that the 
consensus of companies in the last group 


is that they had obtained enough tangible 
results to encourage them to go further. 

Regardless of the situation today, it is 
clear that OR is important, and that an 
executive who wishes to keep up to date 
on new management developments must 
know something about this research tool. 

This report (as well as the seminar at 
which the papers included in this report 
were originally presented) is a beginning 
effort by AMA to present the funda- 
mental concepts of operations research in 
basic business language. 

From the beginning paper, which de- 
fines the terms used, describes the method, 
and points to some problem areas in OR; 
to the last paper, which looks ahead to 
new developments and applications, “Op- 
erations Research: A Basic Approach” is 
a very welcome addition to management 
literature. Published by American Man- 
agement Association, 1515 Broadway, 
New York 36, New York. 111 pages. 
Price, $3.75 (AMA members, $2.50). 


Unirorm System or Accounts. The Na- 
tional Association of Railroad and Utili- 
ties Commissioners’ Uniform System of 
Accounts for Electric, Gas, and Water 
Utilities, two separate books, are now 
again available, reprints having been made 
due to the heavy demand for copies. 

These are the systems of accounts pre- 
pared by the association’s committee on 
accounts and statistics of public utility 
companies and recommended by the asso- 
ciation for adoption by the various state 
public utilities commissions. The books 
are published by The State Law Report- 
ing Company, 30 Vesey street, New York 
7, New York. Price, per book, $5. 
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FPC Approval Sought for 
Expansion Program 


a. Transcontinental Gas Pipe Line 
Corporation recently filed an appli- 
cation with the Federal Power Commis- 
sion for a certificate fo construct $61.5 
million of new facilities as a major part 
of its $113 million construction program 
planned for this year. 

A large part of the construction will be 
seven new main-line, intermediate com- 


The March of 
Events 


pressor stations in Louisiana, Mississippi, 
Alabama, Georgia, North Carolina, and 
Virginia. Additional compressor engines 
will be installed in nine existing stations, 
Tom P. Walker, president of Transconti- 
nental Gas said. The new facilities will ex- 
pand daily allocated capacity by about 
111.4 million cubic feet. 

The company already had pending be- 
fore the FPC, final approval of a $50.9 
million construction program started last 
fall. 


Idaho 


Senate Passes Power 
Legislation 
BILL aimed at preventing customer 
A pirating either by private power firms 
or rural electric co-operatives was passed 
by the state senate last month. It would 
prevent REA’s and private power firms 
from duplicating services. If a customer 


desired to change his service he would 
have to get permission from the district 
court of his area. 

The measure, which was sent to the 
house, was sponsored by northern Idaho 
REA’s, which have complained in recent 
months that a private utility was moving 
in and taking some of their customers. 


Maine 


Rate Base Procedure Change 

A CAMPAIGN by the Maine Committee 

for Fair Utility Rates to initiate a 
legislative bill to change the procedure for 
fixing public utility rates fell about 6,000 
signatures short of the required number, 
according to an announcement last month 
by the Maine secretary of state’s office. 
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If the drive had succeeded, the bill 
would have gone to referendum automati- 
cally if the state legislature defeated or 
amended it. 

It proposed that utility rates be based 
on the “prudent investment” of the utility 
in operating property. A bill to accomplish 
the same purpose has been introduced in 
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the current state legislative session by 
Representative Haughn, Bridgton Repub- 
lican. 

Proponents contend that “current 
value” or “reproduction cost’ of utility 
property, one factor which the state public 
utilities commission now must consider, 
tends to inflate the rates. 


Former utility commission chairman 
Frank E. Southard, committee’s counsel, 
has registered as the committee’s legisla- 
tive agent to work for passage of the 
Haughn bill. Charles White of Winthrop, 
for many years treasurer of the Maine 
State Grange, is chairman of the com- 
mittee. 


Maryland 


Tax Plum Voted Pepco 


A LEGISLATIVE tax plum for the Poto- 
mac Electric Power Company was 
enacted last month by the state house of 
representatives and sent to Governor 
Theodore R. McKeldin for his signature. 

Delegates unanimously passed the bill 
to exempt Pepco from paying state and 
county taxes on a dam it will build to 
serve its $100 million power-generating 
plant at Dickerson, Maryland. Site of the 
proposed dam is at the junction of the 


Potomac and Monocacy rivers in upper 
Montgomery county. 

The exemption measure, introduced by 
Senator Edward S. Northrup (Democrat, 
Montgomery), already had cleared the 
state senate. It is aimed at inducing the 
utility to keep its plant on Maryland’s side 
of the Potomac, it was reported. Earlier, 
Pepco had planned to build the plant in 
Loudoun county, Virginia. But Montgom- 
ery residents protested that they, and 
not Virginia residents, would be principal 
consumers of power from the new source. 


Missouri 


Gas Boost Planned 


_ for a 10 per cent increase in natu- 
ral gas delivery to the St. Louis area 
by the 1958-59 heating season were an- 
nounced recently by the Mississippi River 
Fuel Corporation, which operates the 
pipeline system serving Laclede Gas Com- 
pany. 

The increase will be accomplished by 
installation of 125 miles of pipe along 
present lines, together with pumping 
equipment, sufficient to supply an addi- 
tional 50 million cubic feet a day. 


A spokesman for Laclede Gas said the 
pipeline company’s program should mean 
that an additional 10,000 to 12,000 do- 
mestic home-heating customers can be 
served in the St. Louis area on the basis 
of Laclede’s obtaining about half of the 
additional gas supply, as it anticipates. 
These customers will be in addition to 
other thousands whose homes probably 
can be supplied with gas for heating both 
in the 1957-58 and 1958-59 seasons 
through use of the new Laclede under- 
ground reservoir in northern St. Louis 
county, it was said. 


New York 


Commission for Resale Law 


it control over resale prices of State Power 
Authority electricity would be legally 


HE state public service commission 
contended recently that a law giving valid. 
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It made the contention in a brief filed 
with Senator Austin W. Erwin, chairman 
of the state senate finance committee, and 
Assemblyman William H. Mackenzie, 
chairman of the house ways and means 
committee. The brief answered arguments 
advanced by the power authority in oppo- 
sition to such a law. 

According to the power authority, its 


obligation to its bondholders would be 
impaired by giving the commission con- 
trol over resale rates. The commission’s 
answer said the state legislature had spe- 
cifically reserved the right to enact such a 
law when it set up the authority. There- 
fore, it argued, purchasers of authority 
bonds were on notice ‘that the law could 
be changed when they bought their bonds. 


Texas 


Interest from Gas Tax Claim 
Suits Barred 


Texas legislature’s resolutions au- 


thorizing natural gas companies to. 


sue for recovery of taxes paid under a 
1951 act which was later held unconstitu- 
tional, did not provide for any payment 
of interest. The decision was announced 
by the third court of civil appeals at Austin 
last month, overruling a district court’s 


decision that 6 per cent interest should be 
paid by the state from the date the court 
entered judgment until the state actually 
refunds the money. 

The trial court had awarded El Paso 
Natural Gas Company $2,658,935 and 
Northern Natural Gas Company $257,- 
533, plus interest. The district court up- 
held awards of the principal sums but not 
of the interest. It said payment of interest 
was not authorized by the legislature. 


Utah 


Gas Rate Increase Granted 


A RATE increase averaging 8.3 per cent 
on its Utah business was recently 
granted the Mountain Fuel Supply Com- 
pany. The Utah Public Service Commis- 
sion issued an order granting the increase 
following hearing on an application of the 
company for a 9.5 per cent increase. 


By its action, the commission permitted 
the gas concern to increase its annual rev- 
enues on Utah business by $2,071,766. 
The company had asked for an added $2,- 
364,800. 

The new rates would be effective after 
the company filed its new schedule with 
the commission and after one day’s notice 
to the commission and the public. 


Washington 


Court Blocks Initiative 
ee state supreme court last month 
blocked submission to the state legis- 
lature of an initiative measure designed 
to prevent the city of Tacoma from build- 
ing its huge Cowlitz hydroelectric project. 
The court’s action was its second in less 
than a week stemming from the conflict 
over the proposed $138 million project. 
The high tribunal earlier had ruled Ta- 
coma had no legal power to condemn a 


MARCH 14, 1957 


fish hatchery and other state property in 
building two dams on the Cowlitz, at 
Mayfield and Mossyrock sites. 

The issue was placed in the hands of 
the state legislature. Two measures—one 
giving the city the right to condemn the 
state property involved and one prohibit- 
ing the building of the dams—were before 
the legislature. 

The initiative is sponsored by the 
Washington State Sportsmen’s Council. 





Progress 
of 





Regulation 








Trends and Topics 


Price Regulation for the Petroleum Industry 


Ww the petroleum industry join the public utility family? The gas-pro- 
ducing phase of the business has already been brought under control by 
the Federal Power Commission. Boosted oil and gasoline prices following 
interruption of oil supplies in the Middle East have stirred up demands for 
governmental price regulation. This again raises questions as to the extent to 
which government can go in price fixing. More specifically, from the viewpoint 
of those interested in public utility regulation, there is the question: Is the 
petroleum industry a public utility? 


Regulation of Nonutility Business 


Incidentally, it may be noted that some types of regulation have been upheld 
by the courts even though a business is not a public utility, as in the case of 
insurance, banking, and security transactions. Monopolistic practices are regu- 
lated. A war emergency may justify price regulation which would not be legal 
in peacetime. Oil and gas production are regulated in some states as a conser- 
vation measure without regard to public utility status. 

The Supreme Court, in the German Alliance Insurance Company case, in 
1914, held that the business of fire insurance was so affected with a public in- 
terest as to justify legislative regulation of its rates. The court, however, did 
not go so far as to say that it was a public utiliy subject to regulation in all its 
aspects (233 US 389). 

The fact that some regulation of prices may be justified even though an 
industry is not a public utility is indicated by the Supreme Court decision in 
the case involving regulation of milk prices in the state of New York. Minimum 
and maximum prices were covered. Unfair trade practices were also involved. 
The court held that a state law creating a board to fix the price of milk was 
not void because the dairy industry was not a public utility, since the industry 
was nevertheless subject to regulation as a business affected with a public 
interest (291 US 502, 2 PUR NS 337). The necessity of protecting the public 
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against contamination of milk, resulting from prices too low to pay the cost 
of safeguards, was a factor. 

On the other hand, attempts to regulate various kinds of business not classi- 
fied as public utilities have failed. The Supreme Court, for example, held that 
the operation of an employment bureau is not a business so charged with 
public interest as to give the state power to regulate its rates for service (277 
US 350). The Florida supreme court held that the regulation of prices to be 
charged by barbers could not be justified by the claim that the barber trade 
is a paramount industry of the state intimately connected with its welfare, so 
that the state might prescribe prices for services rendered by each barber 
(123 Fla 401, 167 So 394). 

The Oklahoma commission held that it had no jurisdiction to punish a 
newspaper not constituting a virtual monopoly, for unlawful discrimination in 
the matter of printing advertisements, since the publishing of a newspaper is 
not a public business within the meaning of a statute giving the commission 
jurisdiction over businesses affected with a public interest (PUR1920D 384). 
A federal court held that a daily newspaper business was not so clothed with 
a public interest as to warrant the imposition of an obligation to sell advertising 
space to advertisers on equal terms (PUR1931D 361). The newspaper busi- 
ness, according to a New York judicial decision, in the absence of statutes 
to the contrary, is a business essentially private and is not in the same category 
as common carriers or innkeepers (184 Misc 389, 53 NYSupp2d 475). 


Unsuccessful Attempt to Regulate Gasoline Price 


Coming back to the question of regulating petroleum prices, we find clear 
statements by the Supreme Court on the public utility status of the industry 
in the Standard Oil Company case (278 US 235, PUR1929A 450). A Ten- 
nessee statute provided for regulation of the price of gasoline, with a differen- 
tial between wholesale and retail prices. Rebates, price concessions, and price 
discrimination between persons or localities were forbidden. The Supreme 
Court held that the state was without power to impose such regulation. A 
business or property involved in regulation, said the court, must be “affected 
with a public interest.” That phrase by repeated decisions of the court had 
become the established test by which the legislative power to fix prices of com- 
modities, use of property, or service must be measured. 

As applied in particular instances, the court continued, its meaning may be 
considered both from an affirmative and a negative point of view. Affirma- 
tively, it means that a business or property, in order to be affected with a 
public interest, must be such, or be so employed, as to justify the conclusion 
that it has been “devoted” to a public use and its use thereby in effect “granted” 
to the public. Negatively, it does not mean that a business is affected with a 
public interest merely because it is large or because the public are warranted 
in having a feeling of concern in respect of its maintenance. 

It had been urged that gasoline was of widespread use, that enormous quanti- 
ties were sold, and that it had become necessary and indispensable in carrying 
on commercial and other activities within the state. But the court said it was 
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concerned with the character of the business, not with its size or the extent 
to which the commodity was used. Gasoline is one of the ordinary commodities 
of trade, differing in no essential respect from a great variety of other articles 
commonly bought and sold by merchants and private dealers. The decisions 
made it clear that this business did not come within the phrase “affected with 


a public interest.” 


A state law purporting to regulate the price to be charged for standard 
petroleum products was held by the Montana supreme court to be an unwar- 
ranted attempt by the legislature to interfere with a business not sufficiently 
affected with public interest to warrant regulation by the state (94 Mont 488, 


22 P2d 1056). 





Review of Current Cases 


Earnings Requirement Supports Rate Increase 
But Capital Cost and Rate Base Examined 


esate TELEPHONE COMPANY ob- 
tained authority from the Florida com- 
mission to increase exchange rates about 
14 per cent, producing a rate of return 
of 7.06 per cent on its exchange property. 
A rate increase was made necessary, the 
company said, by rising operating costs 
coupled with increasing investment per 
station. 

In five years the utility company ex- 
panded its service from 172,000 stations 
to 270,000. Gross construction for the 5- 
year period exceeded $50 million, requir- 
ing the company to raise approximately 
$35 million in new capital. Further ex- 
pansion is yet required to meet demands 
for service. 


Earnings Requirement Approach 


Discussing earnings requirement and 
rate of return, the commission asserted 
that neither the rate base nor the rate of 
return is particularly important if the util- 
ity is allowed to earn sufficient dollars to 
meet operating expenses including depre- 
ciation and taxes, fixed charges, dividends 
on equity, and retention of some earnings. 
While the commission authorized the re- 


quested rate increase on the ground of 
earnings requirement, it noted that its 
conclusions, tested by the rate of return 
method, were reasonable for both the 
utility and the public. 


Cost of Capital 


Expert witnesses for the company rec- 
ommended that cost of capital be com- 
puted at considerably higher figures than 
the company’s experience data would indi- 
cate. 

It was observed that the company 
had experienced no difficulty in marketing 
securities in past years. In determining 
cost of capital the commission used the 
composite debt cost of 3.6 per cent, the 
composite preferred stock dividend of 5 
per cent, and the highest annual earnings 
on common equity over the past 5-year 
period, 9.7 per cent. Capital ratios aver- 
aged over the same period were applied. 
They were 39.32 per cent, 17.59 per cent, 
and 43.09 per cent, respectively. Consider- 
ation was given to amortization of dis- 
count on long-term debt and release of 
premium, and adjustment was made for 
interest during construction. 
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Working Capital and Tax Deduction 


The company requested a working capi- 
tal allowance for materials and supplies 
equal to 2 per cent of plant in service, 
along with an allowance for cash working 
capital of one-eighth of toll operating ex- 
penses less taxes and depreciation. While 
the commission noted that allowances so 
computed had been approved in the past, 
it thought a different treatment should 
now be applied. One-third more than the 
amount shown to be required by the com- 
pany’s actual experience was allowed for 
materials and supplies. 

No allowance was required for ex- 
change operations since the subscriber is 
charged for exchange service in advance. 
But an average of forty-five days elapses 
between the time toll ‘service is provided 
and collections are made. For this item 
the commission took the toll operating 
expenses, less depreciation and the storm 
damage provision, and ascertained one- 
eighth of such expense. 

A deduction from working capital was 
made for federal income tax accruals 
since a portion of such accruals are avail- 
able for use by the company. This deduc- 
tion was computed at 174 per cent of the 
accruals. 


Other Rate Base Adjustments 


The commission refused to include plant 
under construction in the rate base. Ap- 
parently the company sought to include 
such property by the expedient of failing 
to exercise its right to charge interest on 
plant during construction. Plant under 


construction is not used or useful in ren- 
dering service. 

A proposed depreciation reserve ap- 
portionment between exchange, state toll, 
and interstate toll on the composite factor 
of total investment in depreciable property 
was rejected. Instead, the commission ap- 
portioned the reserve on a _ theoretical 
straight-line method as prescribed in the 
NARUC Separations Manual. It assigned 
to each type of operation its relative por- 
tion of the rate base. 


Storm Damage Provision 


The proposed provision for storm dam- 
age was reduced. The company deter- 
mined the annual amount by taking the 
percentage of the average storm losses 
during the past fourteen years to the aver- 
age outside plant for the same period and 
then applying that percentage (.4919) to 
the outside plant at the end of the test 
period. This method resulted in an un- 
reasonably high provision. It failed to 
take into account a large reserve already 
provided for storm damage. Neither did it 
consider the effect of the federal income 
tax. And it ignored the accrual of the de- 
preciation reserve on the same property. 

In view of the large reserve already 
accumulated, the commission authorized 
an annual provision based on net additions 
to outside plant. The percentage figure 
used was 2.89, which was the greatest 
percentage loss of plant in a single year. 
The amount so computed was reduced by 
52 per cent for income tax. Re Peninsular 
Teleph. Co. Docket No. 4788-TP, Order 
No. 2426, December 18, 1956. 


Rate Base Figures Unreliable but Earnings Requirement 
Supports Rate Increase 

Corporation to increase its exchange rates 

in a substantial amount. The company is 

engaged in a large expansion program. 


MPHASIZING earnings requirement 
rather than rate of return, the Florida 
commission authorized Florida Telephone 
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During the past ten years its plant-in- 
service investment increased 641 per cent 
and its invested capital 638 per cent. In 
the same period it had 10 bond issues, two 
preferred stock issues, and eight common 
stock issues. 

As a result of such extensive invest- 
ment, along with increased operating 
costs, the company complained that its 
earnings had become inadequate. 

Using earnings of 10.10 per cent on 
common equity, 5.35 per cent dividends 
on preferred stock, and 4.01 per cent for 
bonds, which was the composite rate com- 
prehending 4.75 per cent for a proposed 
new bond issue, the commission found a 
composite capital cost of 6.83 per cent and 
computed the earnings deficiency for the 
test year. But since an end-of-year rate 
base was used, it was necessary to take 
into account an increase in the number of 
stations in service as well as a permanent 
capital increase per station resulting from 
the inflationary effect of construction 
costs. 

A gross increase in operating revenues 
of $422,383 was requested. The commis- 
sion granted $310,540, though it recog- 
nized that the rates of this company were 
somewhat higher than those of compara- 
ble utilities. The applicant’s expenses per 
station in 1956 were $69.51, substantially 
more than the cost to telephone companies 
serving similar communities. The addi- 
tional income allowed would result in a 
rate of return of 6.56 per cent on net in- 
vestment. 


Unreliable Rate Base 


The commission voiced dissatisfaction 
with the rate base figures presented. No 
plant ledger had been maintained over a 
period of many years and many retire- 
ments from plant in the past, as recorded 
on the books, were mere estimates. Con- 
sequently, the accuracy of the investment 


and depreciation accounts could not be 
determined by audit. 

The commission indicated that it would 
require a physical appraisal to be made, 
together with observed depreciation, as a 
basis for permanent rates. In the mean- 
time, however, in view of the urgent need 
for additional revenues to enable the com- 
pany to continue its expansion and im- 
provement program and discharge its 
service obligation, the commission was 
compelled to accept the figures submitted 
regarding physical plant and depreciation. 


Working Capital Adjustment 


The only modification which the com- 
mission made in the rate base submitted 
was in the allowance for working capital. 
The company computed the provision for 
materials and supplies at 2 per cent of 
plant in service. This approach was de- 
scribed as unsound. 

The allowance was fixed at 14 times 
the average monthly issues of material 
and supplies where materials and supplies 
on hand, plus material received, equaled 
approximately that ratio to actual supply 
issues. 

This allowance, which the commis- 
sion considered liberal, took into consider- 
ation the fact that construction materials 
represent an investment unproductive of 
earnings for a period pending actual con- 
struction. One month’s operating expense 
was allowed for cash working capital. 

The commission noted that the working 
capital provision is intended to allow a 
utility to earn some return on capital nec- 
essarily invested in performing public 
service between the time such service is 
performed and collections are made. But 
a converse lag was also noted with respect 
to the utility’s free use of income tax 
accruals. The equitable way to compen- 
sate the ratepayer for the use of his 
money, said the commission, is to make 
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a reasonable deduction from the allow- 
ance for working capital since tax accruals 
can be used in lieu of working capital. An 
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appropriate adjustment was made. Re 
Florida Teleph. Corp. Docket No. 4705- 
TP, Order No. 2429, December 27, 1956. 


Additional Revenue Granted Despite Failure to File 
Proposed Tariff 


A MOTION to dismiss a telephone com- 
pany’s application for additional rev- 
enue was denied by the Missouri commis- 
sion. Protestants had contended that the 
applicant, by not filing proposed tariffs, 
had failed to sustain the burden of prov- 
ing the unjustness of the present level of 
rates or that the proposed rates were just. 

The law provides two methods, pointed 
out the commission, for a utility to insti- 
tute a proceeding for rate relief. One way 
is to file the new rates. Upon receipt, un- 
less suspended by commission order, the 
new tariff becomes effective within thirty 
days. If a suspension order is issued, a 
docket number is assigned and the cause 
comes on regularly for hearing. 


The other method is for the utility to 
file a formal petition for relief, thus dis- 
pensing with the necessity of filing a tariff 
with the application. The company, in this 
case, had chosen the latter alternative. 

Upon a showing that conversion to dial 
had increased operating expenses and de- 
teriorated the existing return, the com- 
mission authorized additional revenues. 
Although the increases would yield a rela- 
tively low rate of return upon the equity 
invested, it was expected that the com- 
pany’s earnings and rate of return would 
be materially increased in the near future 
by the addition of new subscribers. Re 
Fidelity Teleph. Co. Case No. 13,529, 
January 18, 1957. 


Monthly Peak More Reasonable Than Single-day Peak 
For Allocation Purposes 


HE question arose, in a natural gas 

company’s intrastate rate proceeding, 
whether allocations should be made on the 
basis of a single-day peak, as requested by 
the company, or on a monthly peak. The 
West Virginia commission chose the lat- 
ter, commenting that single-day peaks 
were based on estimates and not, as in the 
case of monthly peak, on actual measure- 
ment. 

The company had sought to distinguish 
its peak-day method by basing the peak 
day not on the temperature, but on the 
day on which the largest volume of gas 
had been received into its system. The 
estimate problem still remained, pointed 
out the commission, although it appeared 
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that criticisms of the company’s method 
may have been alleviated to some degree 
by the use of actual measurement in many 
cases where estimates were used before. 
The system could still be criticized be- 
cause of the fact that in many ways the 
company could control the amount of gas 
that came into the system and vary it in 
some degree from the gas actually used 
in the system. The amount of gas coming 
into the system on any given day was not 
necessarily the amount of gas that was 
used on the same given day. 


Higher Cost of Purchased Gas 


The commission’s staff had contended 
that certain amounts of peak-day gas pur- 
















































chased by the company from another com- 
pany should be adjusted from the actual 
cost to the price which had been paid for 
the same volume of gas at an average fuel 
price, plus transmission and compression 
expense. The staff claimed that the system 
could have been revamped or redesigned 
at an earlier time so as to use other gas 
obtained at a cheaper price and make the 
purchase of the higher-priced gas unneces- 
sary. A downward adjustment from the 
actual cost was sought. 

The commission allowed the actual cost 
to the company of the gas purchased. 
There had been no showing that other 
gas was available to meet the peak demand 
which the purchase supplied, and it was 
clearly shown that additional facilities 
would have to be built. It was worth 
noting, commented the commission, that 
even if the gas were available, the expense 
of the additional facilities would probably 
make the cost of serving the area with 
local gas as expensive as purchasing gas 
from the other company. 


Geological Inaccuractes 


The commission’s staff had taken the 
position that certain natural gas acreage 
should have been excluded from the com- 
pany’s rate base and the company allowed, 
as expense, a certain amount per Mcf for 
the gas it actually obtained from that field. 
The company had purchased the acreage 
upon recommendations from its geologi- 
cal department. The estimates had subse- 
quently proved erroneous and remaining 
reserves were not as large as had been 
anticipated at time of purchase. 

The commission did not feel justified 
in excluding the field from the rate base. 
The estimation of gas reserves is most 
difficult, pointed out the commission. Al- 
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though a geologist might estimate reserves 
and a company might necessarily be bound 
to base its conclusions on the estimate, no 
geologist would say without question that 
estimated reserves would prove to be 100 
per cent correct. 


Return Allowance 


A return of 6.25 per cent was consid- 
ered fair. The company had presented 
testimony relating to cost of money and, 
owing to the fact that neither the staff nor 
protestants had presented such testimony, 
contended that the commission was bound 
by such evidence. 

The cost of money, said the commis- 
sion, was only one factor to be considered 
in determining a fair rate of return. No 
evidence on that point could be considered 
binding on the commission. The commis- 
sion had considered cost of money testi- 
mony in the light of all circumstances. 


Refund from Supplier 


Upon a subsequent petition for modifi- 
cation of the rate order, evidence was pre- 
sented that a supplier had refunded mon- 
eys to the company, resulting in a reduc- 
tion in the cost of service. The commis- 
sion found that it would be unjust to re- 
quire that any of the amount refunded to 
the company by the supplier be passed on 
to the customers by means of a refund. 
The company had earned very little dur- 
ing the test period in the case. 

The commission found, however, that 
since the cost of service would be reduced 
by the wholesale supplier’s refund, it was 
proper that the rates be modified to reflect 
the decrease in the cost of service. An ap- 
propriate order was entered. Re Cumber- 
land & Allegheny Gas Co. Case No. 4313, 
January 12, 1957. 
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Allowance above Cost of Capital for Future Adverse 
Market Conditions Held Improper 


N the issue of rate of return alone, the 

Pennsylvania superior court reversed 
the state commission’s decision granting a 
gas rate increase to the Manufacturers 
Light & Heat Company. The rate of re- 
turn was held to be excessive to the extent 
of .2 per cent. In all other respects the 
commission’s action was affirmed. (For a 
similar case see 16 PUR3d 319.) 

The commission had found that the 
cost of capital to the company was 6.30 
per cent. It allowed a rate of return of 
6.50 per cent, however, the difference of 
.2 per cent above the cost of capital being 
allowed “for possible future adverse fluc- 
tuations” in market conditions. 


Attrition and Cost of Capital 


The court ruled that there was no sub- 
stantial evidence to support the .2 per cent 
allowance. There was evidence of a rise 
in the cost of debt capital, but the commis- 
sion had considered that element in de- 
termining debt capital cost. It had found 
that 3.60 per cent for current replacement 
cost of debt “is ample to service the exist- 
ing commitments and attract new debt 
money on reasonable current terms.” Hav- 
ing once given consideration to the rise 
in the debt capital market, said the court, 
the commission could not thereafter give 
it further consideration to support an 
allowance above the cost of capital. 

There was no evidence that future mar- 
ket conditions would be adverse. In fact, 
the commission had found in this pro- 
ceeding that the cost of equity capital was 
9 per cent, while shortly before in another 
rate proceeding by the same company 
equity capital cost was found to be 9.25 
per cent. The commission could not render 
this downward revision ineffectual by 
making an upward allowance for unpre- 
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dictable future changes in such cost. The 
fact that the commission might have 
found the cost of capital to be higher, said 
the court, is no justification for making an 
additional allowance above the cost of 
capital. 

It was observed that the commission 
properly rejected the company’s claim for 
an allowance above the cost of capital for 
attrition of earnings. The factors involved 
in this item were reflected in the cost of 
capital and in the allowance for operating 
expenses. 

The court reduced the company’s rate 
of return to 6.30 per cent and ordered a 
refund of excess amounts collected under 
the 6.50 per cent rate of return authorized 
by the commission. 


Tax Issues 


The company had sought to normalize 
the effect of accelerated depreciation, 
claiming that it should be allowed to re- 
tain the resulting tax benefits. It had asked 
the commission to compute its income 
taxes, for rate-making purposes, by the 
straight-line method. The court held that 
the commission properly computed the 
company’s taxes on the basis of the actual 
tax that would be paid. Congress did not 
intend as a matter of law that the tax 
benefits of accelerated depreciation be re- 
tained by regulated utilities. As to public 
utilities, the desire of Congress to provide 
working capital and funds for expansion 
through accelerated depreciation is ade- 
quately met through the rate-making proc- 
ess, the court stated. 

The commission was also sustained in 
refusing to allow the company to retain 
the benefits of a consolidated income tax 
return. The tax was computed on the 
basis of the actual tax liability of the com- 
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pany. This action rested upon the funda- 
mental concept that hypothetical allow- 
ances are unwarranted in rate proceed- 
ings. There is no legal or equitable reason, 
said the court, for a supplemental return 
in the guise of an allowance for taxes or 
other expenses which are not incurred. 


Alccrued Depreciation and Depletion 


\When the commission found that the 
company’s book reserve for depreciation 
and depletion was inaccurate and unreli- 
able (numerous revisions and changes in 
method had been made over a period of 
years), it required the company to prepare 
and submit a reserve requirement study. 
The city of Pittsburgh contended that the 
commission erred in using the reserve re- 
quirement study and in rejecting the book 
reserve. Acceptance of the book reserve, 


7 


being a higher figure than the other, would 
have had the effect of reducing the rate 
base and consequently the amount of al- 
lowable return. 

The commission is not bound to accept 
any particular method in estimating ac- 
crued depreciation and depletion, said the 
court. They are essentially judgment fig- 
ures and, if based on substantial evidence, 
are binding on judicial review. The court 
noted that the commission has a wide area 
of discretion with respect to the extent 
and type of adjustments which it will 
make to test-year data, and, in determining 
whether adjustments should be made, it 
is not bound to accept or reject any par- 
ticular evidence or make any specific ad- 
justments. City of Pittsburgh v. Pennsyl- 
vania Pub. Utility Commission, 128 A2d 


S42. 


Certificate to Telephone Co-operative Sustained on 
Rival Company’s Appeal 


U PHOLDING a lower court, the Arkansas 
supreme court ruled that there was 
substantial evidence to support an order 
of the commission granting a certificate of 
convenience and necessity to a co-opera- 
tive to furnish telephone service in a rural 
area and denying a conflicting application 
of a private company. 

It was shown that, although the co- 
operative would charge a higher rate than 
the private company, it would also serve 
many more people over a larger territory 


a 


than the opposing utility. The private 
company would be able to provide service 
at a lower rate since it declined to serve a 
substantial portion of the less populous 
rural territory. 

The court took note of a legislative pro- 
nouncement to the effect that service was 
urgently needed in rural areas and that the 
federal government had made provision 
for the financing of co-operatives. Town 
of Emerson et al. v. Arkansas Pub. Serv- 
ice Commission et al. 295 SW2d 778. 


Informed Judgment, Not National Policy, Held Basis for 
FCC Radiotelegraph Decision 


Agree upon standards laid down by 
the United States Supreme Court, 
when it vacated a previous decision in- 
volving the same parties and subject mat- 
ter, the United States court of appeals 


affirmed a Federal Communications Com- 
mission modification of a radiotelegraph 
carrier’s license to permit the carrier to 
maintain direct radiotelegraph service 
between the United States and certain 
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foreign countries. The FCC order would 
result in a duplication of another carrier's 
existing circuits. 

This time, said the court, the FCC had 
not placed its reliance upon any imagined 
national policy favoring competition. In- 
stead, it had acted in accordance with its 


e 


own best judgment, bringing its experi- 
ence to bear throughout and bolstering its 
conclusions with factual data, the great 
weight of which was consonant with the 
result reached. RCA Communications v. 
Federal Communications Commission, 


238 F2d 24. 


Corporate Obligation to Continue Passenger Service 
Overrides Substantial Losses 


_ Maryland commission denied a 
railroad’s request for permission to 
discontinue all passenger train service in 
one division, notwithstanding that pas- 
senger operation was experiencing sub- 
stantial losses. Projected losses from fu- 
ture operations would be even greater 
since the federal government had termi- 
nated a mail contract. The commission 
agreed that, with the ever-increasing use 
of the automobile by the commuting pub- 
lic, the use of the trains in question would 
continue to decline. 

The losses, however, were not the pri- 
mary factor in the commission’s decision. 
The main consideration was whether a 
statutory or legal obligation to continue 
passenger operation vested in the railroad. 


cf 


In the incorporation of the original 
company from which the present railroad 
derived its authority to conduct business, 
said the commission, there was imposed a 
duty to transport passengers as well as 
freight, which amounted to a statutory 
obligation. The railroad had not been re- 
lieved from such obligation. 

The commission concluded that, as long 
as the railroad enjoyed substantial profit 
from over-all operation, it would not be 
permitted to abandon its entire passenger 
service. There was still a public demand 
and the railroad could not choose to ren- 
der only that portion of service it found 
profitable. Re Western Maryland R. Co. 
Case No. 5452, Order No. 52590, Janu- 
ary 23, 1957. 


Diversity of Patronage at Station 


ie Missouri commission denied a 
railroad’s application for authority to 
change an open agency station to a pre- 
paid station with custodian in charge. Un- 
like so many other cases, pointed out the 
commission, this station enjoyed a diver- 
sity of patronage, which produced reve- 
nues from freight, passenger, express, and 
telegraph services. 

The commission had sustained many 
applications similar to this where there 
was little or no patronage of the railroad’s 
services, on the ground that there was no 
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public need for the existing open agency 
station; that is, little for an agent to do. 

In this case, the public not only patron- 
ized all the services offered but the reve- 
nue paid into the station was very sub- 
stantial. No motorbus or motor truck 
common carrier service was available and 
the public had to depend entirely upon the 
railroad for all public transportation. The 
commission concluded that there was a 
public need for continuance of the open 
agency station. Re Chicago, B. & Q. R. 
Co. Case No. 13,472, January 21, 1957. 
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Complex Territorial Problems Posed by Commission after 
Certificating Co-operative 


ok Colorado commission, after hold- 
ing it had jurisdiction to pass upon 
an electric co-operative’s application for a 
certificate of public convenience and neces- 
sity and complaint alleging two electric 
companies had encroached upon its serv- 
ice area, attempted to unravel a territorial 
dispute that had reached facility-duplica- 
tion proportions. The commission con- 
cluded that it would be unwise, at present, 
to set up homogeneous territories and or- 
der each of the parties to remove facilities 
and give up investment in the other’s ter- 
ritory. A procedural door was left ajar, 
however, with the expectation that the 
parties would co-operate in adjusting dif- 
ferences. 


Certification of Co-operative 


Any party can become a certificated 


public utility, pointed out the commission, 
if it meets certain qualifications. These 
are: legal, financial, moral, and physical 
qualifications to serve; willingness to 
serve indiscriminately, and to the extent 
of capacity, all members of the public who 
demand service and are willing to comply 
with reasonable regulations; and that the 
proposal is economically feasible. 

The co-operative met all of these formal 
requirements. Its certificate of incorpora- 
tion had been amended to authorize serv- 
ice to the general public. [t was in sound 
financial condition. Although the utilities 
might not take kindly to some of its raid- 
ing tactics, the commission commented, 
the co-operative also complained of some 
of the practices of the utilities. The co- 
operative had not strayed so far from the 
right as to be morally disqualified to be- 
come a public utility. 

The physical plant was clearly sufficient 
to the needs of present customers. The co- 


operative had been operating sixteen 
years. By changing its charter and making 
public application for utility status, it had 
demonstrated willingness to serve the pub- 
lic to the extent of its capacity. 


Possibility of Future Difference 
Of Treatment 


A question was raised whether the 
holding out to serve the public indiscrimi- 
nately was affected by a bylaw provision 
that nonmember consumers had no inter- 
est in the profits or assets of the corpora- 
tion. The commission did not believe that 
the mere possibility of some future differ- 
ence of treatment as to cash distribution 
of profits, which was within its power to 
prevent, was sufficient ground for denying 
utility status. 


Antiduplication Further Justification 


The parties had engaged in construc- 
tion races, overbuilding, duplication of 
lines, and intermingling of services. All 
had agreed that these conditions were un- 
desirable and contrary to the general pub- 
lic good. 

The commission pointed out that it did 
not have authority over distributors of 
electric energy unless such distributors 
were public utilities. The public interest 
in eliminating wasteful duplication of fa- 
cilities in the disputed area, and in assur- 
ing orderly and economical future devel- 
opment of the area, was a further factor 
justifying the certification of the co- 
operative as a public utility. 


Effective Date of Utility Status 


The effective date the co-operative at- 
tained utility status was of primary im- 
portance in this case because, as of that 
date, the co-operative became entitled to 
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have facilities protected against invasion. 
The co-operative’s claim rested entirely 
upon the assertion that it had never re- 
fused membership to anyone, although it 
conceded it could have. 

The assertion alone did not constitute 
a holding out to serve the public, nor did 
the act of changing the charter, it was 
held. The latter was a private act, taken 
within the corporation. At most, it only 
authorized the corporation to serve the 
public; it did not require such service. 
There being no evidence of a declaration 
or other public holding out to serve, the 
commission relied on the fact of serving 
as evidence of the intention, and fixed the 
date accordingly. 


Assignment of Exclusive Service 
Territory 


The other two utilities had proceeded 
vigorously to make new large blocks of 


power available for industrial expansion 
in the area, and to build expensive high 
voltage transmission facilities in advance 
of the critical day of need. The co-opera- 
tive contended that the commission, when 
considering its qualification to serve the 
area desired, should consider the other 
company’s power facilities as available 
to it. 

The commission refused to commit mil- 
lions of dollars in generating plant so that 
the co-operative could use the resulting 
power to deprive the company of a part 
of the territory it served. The co-operative 
was held to have failed to show that public 
convenience and necessity required that it 
be assigned an exclusive service territory, 
or that the public would benefit at all from 
such an assignment. 


Removal of Encroaching Facilities 


The co-operative was required to re- 
move existing lines in some areas. Al- 
though it may seem a harsh rule, said the 
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commission, the co-operative entered the 
areas with eyes open. All were certificated 
by public proceedings before the co-opera- 
tive entered. The co-operative appeared to 
be blowing hot and cold. It asked to have 
a certificated area set aside for it, at the 
expense of certificated areas of others, 
without showing cause, other than its own 
desire, for breaching the security of exist- 
ing certificated areas. 

The order for removal was conditioned 
upon the existing utilities filing statements 
with the commission that they were actu- 
ally serving the area; that they were will- 
ing to commence service to customers af- 
fected by the order without interruption of 
service, and without extension or connec- 
tion charge of any sort, other than the 
standard meter deposit requirement. 


Redistribution Unfeasible at Present 


The commission believed that it would 
be contrary to the public interest to at- 
tempt by order to redistribute lines and 
customers of the various parties. Evolu- 
tion would serve the public better than 
revolution in this matter. It was not cer- 
tain that the receiving utility would con- 
sent to serve, or could be compelled to 
serve, or indeed be economically able to 
serve, the redistributed customers. Dis- 
ruption of service would almost inevitably 
result. 

Industry and commerce were coming 
into the area, requiring new capital com- 
mitments by one or the other of the par- 
ties, and making the situation even more 
confused and difficult to solve. A method 
of accomplishing the desired result other 
than the imposed mandate of the commis- 
sion had to be found. The commission felt 
that holding the parties in approximate 
status quo for a time would accomplish 
the desired ends with minimal dislocation 
and maximum benefit to the public and 
the parties. 
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Dissenting Opinion 


Commissioner Thompson dissented. 
Though his area of difference was small, 
he felt it vital to the whole problem. It 
appeared to him that by treating the vastly 
different parties as though they were 
equals his colleagues had hurt all the par- 
ties, compounding instead of solving the 
problem. When it came to heavy jobs, he 
felt, a good heavyweight would always 
lick a good bantamweight. Wishing that 
the parties were equals would not make 
that so. 

In sixteen years of unrestricted opera- 


e 


tions, the largest single load the co-opera- 
tive had ever acquired was 160 kilowatts. 
It never had served large loads; it was not 
capable of serving them now. Yet the ma- 
jority, while stating that only the electric 
company was capable of serving large 
loads, required it to file on all new loads, 
regardless of size, outside of a small certi- 
ficated area, subject to protest by the co- 
operative. The commissioner felt the ma- 
jority’s action raised a grave risk of stop- 
ping the area’s growth. Re Union Rural 
Electric Asso., Inc. Application No. 13576, 
Case No. 5108, Decision No. 47074, Jan- 
uary 7, 1957. 


Railroad Not Allowed to End Substitute Bus Service 
Despite Continued Losses 


a ee a considerable op- 
erating loss, the New Jersey su- 
preme court affirmed a commission order 
denying permission to a railroad company 
to discontinue its motorbus service be- 
tween intrastate points, furnished in place 
of passenger train service previously dis- 
continued. The company failed to show 
that there was adequate alternative trans- 
portation. 

The earlier discontinuance of the pas- 
senger trains and the substitution of buses 
in their place reduced the annual deficit 
for the service from $18,000 to approxi- 
mately $7,000. But in view of the con- 
tinued loss, the company sought to discon- 
tinue the service altogether. 

The court recognized that a railroad 
could not constitutionally be compelled to 
furnish service, even over a branch line, 
at a pecuniary loss when the service is not 
required by public convenience and neces- 
sity. 

But the mere showing of a loss does 
not of itself establish a right to discontinue 
common carrier service. Other factors 
must be considered, including the extent 


to which the public uses the service and 
the availability and adequacy of alterna- 
tive facilities. In weighing the relative im- 
portance of the loss and the factors indica- 
tive of public necessity and convenience, 
said the court, primary consideration must 
be given to the latter. 


Interstate Passengers 


An average of twelve passengers for 
each trip used the bus service, and of the 
twelve, eight were on interstate journeys. 
Urging that the commission had no au- 
thority to regulate interstate transporta- 
tion, the company contended that the in- 
terstate passengers should not be con- 
sidered in determining public necessity. 
The court observed that this contention 
had been rejected in an earlier case. 


The Few Considered as Well as 
The Many 


The argument was advanced that, in 
balancing public necessity against the com- 
pany’s financial loss, the consideration 
should be that of the general public rather 
than of relatively few passengers. The 
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court indicated that public convenience 
lies in adequate service to the few as well 
as the many. It is for the commission to 
weigh the relative needs of passengers 
against all other factors, and unless its 
determination is unwarranted in law or 
unsupported by evidence, it will not be dis- 
turbed by the courts. 

For some of the passengers there would 
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be no alternative transportation at all if 
the bus service were withdrawn, and for 
others only a very inadequate alternative 
service would be available. The court con- 
cluded, with the commission, that the pub- 
lic convenience and necessity required 
continuance of the existing service. Re 
Central R. Co. of New Jersey, 127 A2d 
436. 


Court Modifies Order Imposing Local Taxes on 
Local Telephone Subscribers 


a. Virginia commission, in Re Ches- 
apeake & Potomac Telephone Com- 
pany of Virginia, 12 PUR3d 1, 517, au- 
thorized the company to pass local taxes 
or other exactions to subscribers in the 
political subdivisions imposing them. The 
order was subject to the limitation that 
such charges should so be billed if their 
aggregate amount exceeds one-half of one 
per cent of the aggregate bills of such cus- 
tomers for exchange service. The state su- 
preme court has upheld the commission’s 
view as to local imposition of such 
charges but has modified the order to limit 
its scope to impositions exceeding one-half 
of one per cent of the aggregate bills. 


Justification for Local Billing 


Subsequent to an earlier order approv- 
ing local billing for the cost of a license 
tax based on gross receipts, the city of 
Newport News adopted an ordinance im- 
posing a flat annual license tax of $30,000, 
which was about the same amount as 
would be realized from a 3 per cent tax 
on gross receipts formerly in effect. Other 
cities had taken action to impose similar 
burdens. 

The court recognized the authority of 
cities to impose such taxes or fees, but it 
also sustained the authority of the com- 
mission, in fixing reasonable and just 
rates, to impose on local subscribers taxes 
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paid by the company to a locality. The 
court said that if a locality can levy taxes 
that are paid mostly by people who do not 
live and vote there, self-interest will per- 
suade it to rely on such taxes for the sup- 
port of local government. 

The only practical limitation on the tax- 
ing power lies in the restraint exercised on 
the taxing authorities by those who elect 
them to office. It is unfair, the court con- 
tinued, to allow a municipality to collect 
from the telephone company a very high 
tax which would in large part be paid by 
telephone users in other parts of the state. 
It is reasonable and just, in order to pre- 
vent this, to allow the company to charge 
the tax back to the customers in the politi- 
cal subdivision imposing it if it exceeds a 
fixed rate. 


Moditication of Rule to Avoid 
Discrimination 


Although the court said that the rea- 
soning of the commission (12 PUR3d 
517) refuted a charge that the action of 
the commission was arbitrary and with- 
out evidence to support it, the order 
should not provide that the tax or fee 
would be billed to exchange customers “‘if 
the aggregate amount thereof exceeds 
one-half of one per cent of the aggregate 
bills of such customers.” 

The corollary, said the court, is that if 














































the aggregate amount of such taxes and 
fees does not exceed one-half of one per 
cent, it will not be billed to the exchange 
customers but the company must pay it. 
In other words, if one political subdivi- 
sion charges the company a tax which 
does not exceed one-half of one per cent, 
the company pays it; but if another politi- 
cal subdivision charges more than one- 
half of one per cent the exchange custom- 
ers pay the whole bill. 

The order, the court continued, thus 
puts a penalty on a political subdivision 
which imposes a tax greater than the 
fixed maximum, whereas all other politi- 
cal subdivisions which do not exceed the 
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fixed maximum suffer no such penalty. 
This result was said to be inconsistent 
with the stated purpose of the commission 
to keep the order from interfering with 
the sort of moderate taxes and fees that 
had been levied for the past half century. 

The order was therefore modified to 
provide that when a political subdivision 
imposes such a tax “so much of the aggre- 
gate amount of such taxes and fees as 
exceeds one-half of one per cent of the 
aggregate bills of such customers for ex- 
change service” will be billed pro rata to 
them. City of Newport News v. Chesa- 
peake & P. Teleph. Co. of Virginia, Rec- 
ord No. 4625, January 21, 1957. 


State Commission Cannot Regulate Oil Pipeline 
Devoted to Interstate Flow 


. Kansas supreme court ruled that 
Kansas statutes relating to the regu- 
lation of public utilities and common car- 
riers did not apply to oil pipelines oper- 
ated solely in interstate commerce. The 
state, on the relation of the attorney gen- 
eral and the commission, sought by man- 
damus to compel oil pipelfne companies 
to secure authority from the commission 
before one company sold and another 
bought some crude oil pipelines operated 
in the state. 

Crude oil pipelines within the state 
were declared by statute to be common 
carriers, and the legislature conferred au- 
thority upon the commission to regulate 
such pipelines. 

According to the petition (taken for 
true on motion to quash), oil was trans- 
ported from Kansas wells to Humboldt, 
Kansas, where it was placed in tanks and 
then introduced into a trunk line and car- 
ried out of the state. The court was of the 
opinion that the transportation, begun at 
the well, was continuous to the point of 
destination outside the state. The stay in 





the tank at Humboldt, the court indicated, 
could not be said to break continuity. 

Since the transportation was exclu- 
sively interstate, the commission had no 
power to regulate it. The commission’s 
statutory authority to regulate public util- 
ities and common carriers doing business 
in the state, said the court, does not in- 
clude the power to directly regulate or 
burden interstate carriers. Any attempt on 
the part of state authorities to regulate in- 
terstate business would violate the federal 
Constitution. 


No Common Carrier Transportation 


Nor did the transportation of oil from 
the wells to Humboldt by pipeline consti- 
tute a common carrier operation. The 
company concerned purchased oil at the 
wells and transported only its own oil. To 
constitute one a common carrier there 
must be a holding out to the public gen- 
erally. Therefore, on this ground, also, the 
commission had no jurisdiction. Kansas 
ex rel. Fatzer et al. v. Sinclair Pipe Line 
Co. et al. 304 P2d 930. 
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(: Spe holder of authority contained in 
a certificate of public convenience and 
necessity petitioned the Colorado commis- 
sion for enlargement of its operating 
rights to include the use of multipassen- 
ger buses in sight-seeing between certain 
points. Present authority restricted the 
applicant’s operations to limousines. 

The company contended that the use of 
limousines in sight-seeing service was no 
longer acceptable to the public. Before the 
advent of good roads, limousines were re- 
garded as the most suitable conveyance 
for sight-seeing transportation. Today, 
sight-seers desire glass top buses, which 
are particularly adaptable to such service. 

Another carrier holding similar author- 
ity but allowed to use motorbus equip- 
ment, the applicant claimed, would even- 
tually obtain a complete monopoly in the 
sight-seeing business originating from the 
area. The commission agreed, and held 
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Regulated Competition Favored over Sight-seeing Monopoly 





that a monopoly was not intended by the 
granting of the original sight-seeing au- 
thorities. The commission at that time 
favored regulated competition. The pres- 
ent commission was in accord with that 
theory. 

Public convenience and necessity re- 
quired the granting of the application. 
The commission had, during its regula- 
tory history, endeavored to protect certifi- 
cated common carriers by making it pos- 
sible for them to give to the public the 
best possible service. The applicant had 
operated a sight-seeing service for ap- 
proximately thirty years. If it was to 
continue successful operation, restrictions 
against multibus equipment had to be re- 
moved to make the service attractive. 

Railroads have found it necessary to 
improve passenger trains. Re Checker Cab 
Co. Application No. 14612, Decision No. 
47058, December 31, 1956. 





Other Recent Rulings 


Discriminatory Transfer Charge. The 
Connecticut commission, although ap- 
proving a transit company’s application 
for a general fare increase, denied a re- 
quested transfer charge that would have 
resulted in unfair discrimination against 
some patrons, even though the company 
might continue to operate at a deficit. Re 
City Bus Lines, Inc., of Torrington, Dock- 
et No. 9379, January 17, 1957. 


Evidence Inadmissible. The Federal 
Power Commission sustained a presiding 
examiner’s rejection of evidence offered 
by a natural gas company as rebuttal evi- 
dence in a rate proceeding, since the evi- 
dence went to the fundamental issues and 


would have entailed a reopening and ex- 
tension of the case had it been accepted. 
Re Natural Gas Pipeline Co. Docket No. 
G-3123, January 15, 1957. 


Debentures at 54 Per Cent. Consider- 
ing present money market conditions, the 
New Mexico commission expressed the 
view that 53 per cent was not an unrea- 
sonably high interest rate on a substantial 
issue of 20-year sinking-fund debentures 
which it authorized a gas company to 
issue for private placement, the proceeds 
to be applied to the payment of short-term 
bank loans and the financing of construc- 
tion. Re Lea County Gas Co. Case No. 
485, January 25, 1957. 
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Delt@-Star Telescoping-Cover Bus 
feata@res fast, economical installation. 


Clamping ring with toggle 
and spring mechanism ap- 
plies moisture-proof seal. 





hen you’re thinking about cost reduction, 
heck Delta-Star’s Telescoping-Cover Bus 








From installation. to maintenance you 
reduce time and costs with Delta-Star’s 
telescoping-cover isolated phase bus. 
Installation is greatly simplified— 
for speed and economy. Longitudinal 
sections 6 to 8 ft. long can be pre- 
assembled and delivered in lengths as 
large as your facilities can handle. 
Telescoping covers clamp into position 
—are locked together with a toggle and 
spring clamping mechanism—no bolts 
needed. Clamping rings with fully- 
trapped, self-sealing neoprene gaskets 
make the bus as water-proof as it is 
possible for a gasketed bus to be. Gas- 
keting is at a minimum—no longitud- 
inal gaskets required. 





Telescoping-cover bus sections can 
be opened and inspected without tools 
—in just a few minutes. A 2 ft. 6 in. 
opening allows ample room for inspec- 
tion and cleaning. 

Current-carrying ability and mini- 
mum-heating characteristics of the 
telescoping-cover bus proved out very 
well in tests and in use. 

For your new bus runs—or replace- 
ments—be sure to check Delta-Star’s 
telescoping-cover bus. ° 


Delta-Star Electric Division 

H. K. Porter Company, Inc. 
Chicago 12, Illinois 

District offices in principle cities 


DELTA-STAR ELECTRIC DIVISION 
H. K. PORTER COMPANY, INC. 


Divisions of H. K. Porter Company, Inc. are: Connors Steel, Delta-Star Electric, Henry Disston, Laclede-Christy, 


Leschen Wire Rope, McLain Fire Brick, Quaker Rubber, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings. 








Compact rugged Cleveland’: 
smooth crawler mounting 
real public relations assei 
in 70,000’ tough digging 





The light weight, hi-tensile alloy steel constructio: 
and smooth crawler mounting of this Cleveland 9 
“Baby Digger” enabled Rich & Co., Bradford, Pa. t: 
cut 70,000 feet of trench in stony tough diggin: 
without causing damage to the sidewalks and fine 
old lawns in and around Groton, N. Y. The compact 
design and quick-and-easy maneuverability of the 92 
were other big helps in digging these 4-inch pipe 
gas mains and laterals for New York State Electric 
and Gas Co., Ithaca, N. Y. The rugged 92 weighs 
only 10,000 pounds, is only 41 feet wide over its 
crawlers, yet digs 10 to 20 inch trench widths and 
down to full 5 feet deep—in all soils. 


Compact 92 can put trench within 20" of side obstructions 


Coa Lue THE CLEVELAND TRENCHER COMPANY 
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Ve ey Everywhere 20100 St. Clair Avenue ° Cleveland 17, Chio 
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Industrial Progress 


estinghouse to Supply Ohio 
Edison With Two Generators 
For New Plant 


HI© Edison Company has awarded 
$9,250,000 contract to Westinghouse 
‘lectric Corporation for two turbine- 
renerator units for the utility’s new 
tratton, Ohio power plant. 

A, C. Monteith, Westinghouse vice 
resident in charge of apparatus 
products, said that the company will 
upply two 170,000-kw units to double 
he scheduled capacity of the plant 
hat is now under construction on the 
Jhio river. 

Scheduled for operation in 1960 and 
961, the additional units will make 
he Stratton plant the largest power 
roducer in the Ohio Edison system. 

Two generating units, each with 
70,000-kw capacity, were scheduled 
or the new plant when ground was 
broken last May. However, business 
rowth has indicated that additional 
enerating capacity will be needed 
Mearlier than originally expected, Wal- 
mcr 1H. Sammis, president of Ohio 
dison, said recently when announc- 
g the expansion plans. The move to 
large: facilities now under construc- 
ion will increase the total cost of the 
ower plant from $62,000,000 to 
116,010,000. 


Central Pwr. & Light Plans 
$125,000,000 Program 


ENTRAL Power and Light Com- 
y 'as announced plans to spend 
sti nated $125,000,000 during the 

1 e years for the construction of 
‘i ctric facilities in South Texas. 
“ident J. L. Bates, speaking at 
“npany’s annual Management 
“ence, said the expansion plans 

ised on a recently-completed 
1 ic forecast which indicates that 

Texas will double its use of 

lectric'ty by 1961. 

Mos: of the proposed five-year out- 
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lay will go for the construction of 
power plants, new transmission lines 
and expanded distribution facilities. 

New generating units for CPL 
power plants are expected to cost over 
$45,000,000 and will almost double 
the company’s system generating ca- 
pability by 1961. Construction is al- 
ready underway on CPL’s new J. L. 
Bates power station at Mission, which 
will be ready for service by early 
1958. Initial generating capability at 
this plant will be 75,000 kilowatts. 

CPL plans to spend almost $44,- 
000,000 during the next five years for 
the construction and improvement of 
distribution facilities. Another $25,- 
000,000 has been allocated for build- 
ing new high voltage transmission 
lines, which connect CPL power 
plants and load centers. The re- 
mainder of the planned expenditure 
will be used primarily for the con- 
struction and improvement of CPL 
offices and other facilities. 

M. H. Lovelady, CPL vice presi- 
dent and chief engineer, said the new 
company expansion plan calls for the 
installation of a  175,000-kilowatt 
turbo-generator in 1959, and a 110,- 
000-kilowatt generating unit in 1960. 
Another 110,000-kilowatt generating 
unit is expected to be ready for serv- 
ice by 1961. The exact location of the 
latter three units has not yet been 
determined, 


PG&E to Double Pittsburg Plant 
PACIFIC Gas and Electric Company 
plans to invest $83,200,000 to double 
the size of its new Pittsburg power 
plant. 

Two generating units, 325,000 kilo- 
watts each, twice as large as the largest 
now in service on the PG&E system, 
will be added to the present 660,000 
kilowatt capacity of the plant. 

The design also calls for the high- 
est temperatures and the greatest pres- 
sures yet installed in a PG&E plant 


and the plant’s gross normal operat- 
ing capacity of 1,310,000 kilowatts 
would make it one of the few in Amer- 
ica with capacity in excess of a mil- 
lion kilowatts. 

The new units, with boilers using 
oil or natural gas, are designed for 
1,050 degrees temperature and 2,400 
p.s.i. pressure. They will be outdoor 
types, similar to the ones now in serv- 
ice at Pittsburg. 

Pittsburg power plant, completed 
in 1954, presently is the largest steam 
plant in the West. It has four 165,000- 
kilowatt units fueled by oil or natural 
gas. They operate at temperatures of 
1,000 degrees Fahrenheit, and pres- 
sures of 1,800 pounds per square inch. 
With transmission facilities, they rep- 
resent an $80,000,000 investment. The 
new units will make the enlarged 
plant represent an investment of 
$163,200,000. 

PG&E said that the first new unit 
would be needed in service in 1960 
and the second in 1961 to meet future 
load growth and to maintain a reason- 
able reserve capacity. 


Columbia Gas to Spend 
$87,000,000 on Expansion 


COLUMBIA Gas System, Inc., has 
planned a 1957 construction program 
costing $87,000 000, George S. Young, 
president, stated in the Company’s 
1956 annual report. Columbia spent 
$61,700.000 in 1956 for new facilities 
and replacements. 


Four Gas Utilities Named As 
Servel Distributors 


APPOINTMENT of four gas com- 
panies as_ utility-distributors for 
Servel gas refrigerators was an- 
nounced recently by E. A. Nash, 
general sales manager of the Home 
Appliance Division of Servel, Inc. 
The four utilities are the Montana- 
(Continued on page 30) 
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Dakota Utilities Company, with head- 
nuarters in Minneapolis, Minn.; 
estern Kentucky Gas Company, 
Owensboro, Ky.; Central Indiana 
as Company, Muncie, -Ind., and 
lowa-Illinois Gas & Electric Com- 
pany, Davenport, Iowa. 

In each case the utility-distributors 

ill be responsible for the sales and 
service of Servel gas refrigerators in 
ommunities served by the gas lines 
pf the respective companies. 

The trading areas served by the 
Montana-Dakota Utilities Company 
nclude 13 counties in northern and 
eastern Montana, four counties in 
orthern Wyoming, 13 counties in 

estern and central North Dakota, 
five counties in northwestern South 
Dakota, and Polk county in Minne- 
sota. R. T. Bennett is sales manager 
of the company. 

The territory served by the West- 
ern Kentucky Gas Company includes 
26 counties in the western half of the 
state. R. D. Williams is the company’s 
ales and advertising manager. 

Seven counties in the east central 
section of Indiana have been assigned 
o the Central Indiana Gas Company, 


of which A, E, Hatley is vice-presi- 
dent in charge of sales. 

Linn and Wapello counties in Iowa 
are included in the Iowa-Illinois Gas 
& Electric Co. territory. G. W. Ames 
is director of sales for this utility. 

Gas companies previously ap- 
pointed as utility-distributors by 
Servel include the Lone Star Gas 
Company, Dallas, Tex.; Houston 
Natural Gas Company, Houston, 
Tex.; Minneapolis Gas Company, 
Minneapolis, Minn.; Philadelphia 
Gas Work Division of the United 
Gas Improvement Co., Philadelphia, 
Pa., and Iroquois Gas Corporation, 
Buffalo, N. Y. 


San Diego Gas & Elec. to Build 
$25,000,000 Unit 


ANTICIPATING a continuance of 
the same growth pattern which has 
been experienced during the past ten 
years in the area served by San 
Diego Gas & Electric Company, the 
board of directors recently authorized 


-the construction of the first electric 


generating unit at its South Bay 
power plant, E. D. Sherwin, presi- 
dent, has announced. This first unit 
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will have a generating capability ¢ 
135,000 kilowatts which will he on 
fourth greater than that of the large 
unit now on the system. It is sche 
uled to be in operation in 196::. Co, 
struction will start in the latter pa 
of 1957 and will involve a tc:al ig 
vestment of $25,000,000. 

At present San Diego Gas & Ele 
tric Company has a total gen. -atiy 
capability of 566,000 kilowatts. \Vhg 
Unit No. 3 at the Encina ow 
plant is completed in 1958 genc -atig 
capability will be increased by 106 
000 kilowatts to a total of 6 20 
kilowatts. The newly auth rizg 
South Bay power plant unit v ll ig 
crease the total to 807,000 kil wa 
in the fall of 1960. 


Cincinnati Gas & Electric 
Has $39,000,000 Program 


CINCINNATI Gas & Electric Co 
pany reports that construction ¢ 
penditures for 1957 are budgeied 3 
$39,000,000. This compares with $24 
000,000 spent in 1956. 


Dr. Lee Davenport to Head 
Sylvania-Corning Nuclear Corp 


DR. Lee L. Davenport has been af 
pointed to an executive post wit 
Sylvania Electric Products, Inc. ar 
will become president of Sylvaniz 
Corning Nuclear Corporation upo 
its formation in the near future, 
was announced recently by W. Ber 
ton Harrison, Sylvania vice pres 
dent, who has over-all responsibili 
for the company’s atomic energy a 
tivities. 

Dr. Davenport, formerly executi 
vice president of The Perkin-Elm 
Corporation, Norwalk, Conn., wi 
have his offices at Sylvania’s Atomi 
Energy Division headquarters | 
Bayside, Long Island. 

Sylvania-Corning Nuclear Corpo 
ration, which Dr. Davenport wi 
head, is being formed as a_ joint! 
owned company by Sylvania ang 
Corning Glass Works for ex»ande 
research, development and ; roduqf 
tion activities in the atomic :nerg 
field. The proposed new co: ‘pany 
which was announced recent'’, w! 
take over the two companies’ «tom! 
energy businesses, thus ac uirin 
Sylvania’s extensive backgro. nd ! 
metallurgy and Corning’s lea ershi 
in ceramics. Pending formatior of th 
new company, Sylvania took — ption 
in December on a 150-acre 

(Continued on Page 32) 
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The new Pr Stile 
by “Y and k” 


i: $ easy to lighten a task that 

\ ay time and effort and dollars 
spend better on broadening 
siness. 
| the all-new Pro-Gile , a 
se compartments open from 
making the filing and finding 
‘ds easier and less time con- 


bartme: its can be left open for quick, 
ficien: accessibility. 


When shut, the Pro0-Gile gives 
your valuable business records the 
protection and cleanliness only a 
closed cabinet can give. 

Available for both private and 
general offices in Neutra-Tone Gray, 
Driftwood Tan, and Surf Green. Ask 
the @_ representative in your city 
for a demonstration. 





. yours with 


Letter size available in 2, 3 and 4 compart- 
ments—legal size in 2 and 3 compartments— 
Minimum compartment projection keeps cen- 
ter of gravity inside cabinet—makes stacking 
safe and efficient for maximum utilization of 
floor space. 


YAWMAN4'D FE RBE MFG.C. 


1028 Jay Street, Rochester 3, N. Y. 


*Patented 








INDUSTRIAL PROGRESS—( Continued ) 


Andover, Mass., as the proposed lo- 
cation for a new multi-million-dollar 
atomic center. 

Sylvania’s Atomic Energy Division 
is one of the leaders in the develop- 
ment and fabrication of fuels for 
atomic reactors, reactor components, 
and materials, Corning is recognized 
as a leader in the development and 
manufacture of glass and refractory 
products for many applications 
throughout industry. The company is 
engaged in applying high-tempera- 
ture ceramic techniques to the manu- 


facture of nuclear fuel elements and 
related components. 


Plans Shaping Up for 
1957 Coal Show 


PROGRAM arrangements for the 
1957 Coal Convention and Exposi- 
tion of the American Mining Con- 
gress, scheduled for May 13-16 at 
the Cleveland Public Auditorium, are 
moving forward under the direction 
of a national committee chairmanned 
by A. R. Matthews, president of 











Dated February 15, 1957 


MORGAN STANLEY & CO. 
BLYTH & CO., INC. 
GLORE, FORGAN & CO. 
KIDDER, PEABODY & CO. 


MERRILL LYNCH, PIERCE, 


DREXEL & CO. 
PAINE, WEBBER, JACKSON & CURTIS 


February 28, 1957. 





This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$54,827,500 


Consolidated Edison Company 
of New York, Inc. 


44% Convertible Debentures, due 1972 


Convertible on and after June 1, 1957 until maturity, unless 
previously redeemed, into Common Stock of the 
Company at $45.45 per share, subject to 
adjustment in certain events. 


Holders of the Company’s outstanding Common Stock are being offered 

rights to subscribe for the above Debentures at the rate of $100 principal 

amount of Debentures for each 25 shares of Common Stock held of record on 

February 25, 1957. Subscription Warrants will expire at 3:30 P.M., Eastern 
Standard Time, on March 15, 1957. 


Subscription Price 100% 


The several Underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed Debentures and, both during and following the 
subscription period, may offer Debentures as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Debentures in com- 
pliance with the securities laws of the respective States. 


THE FIRST BOSTON CORPORATION 
EASTMAN DILLON, UNION SECURITIES & CO. 
GOLDMAN, SACHS & CO. 

LAZARD FRERES & CO. 
FENNER & BEANE 
STONE & WEBSTER SECURITIES CORPORATION 
HORNBLOWER & WEEKS 


WERTHEIM & CO. 


Due February 15, 1972 


HARRIMAN RIPLEY & CO. 
Incorporated 
LEHMAN BROTHERS 
SMITH, BARNEY & CO. 
WHITE, WELD & CO. 
CARL M. LOEB, RHOADES & CO, 


DEAN WITTER & CO. 

















Pittsburgh Consolidation Coal ¢ 
Sessions will feature consideration 
continuous mining, conventional mj 
ing, coal preparation, manayemer 
safety, and other topics of imp ortan 
to the industry. Advance regis ratio 
indicate the Coal Show wi! 
draw thousands of mining me 
this country and overseas. Th 
urges early reservations ai] 
nounces that all hotel reservat: 
being handled by 

Housing Bureau, 511 

Tower, Cleveland 13, Ohio. 


First Atomic Reactor Started 
And Shut Down 10,000 T:me 


THE first atomic reactor ever ope 
ated in the northeastern Unita 
States has been started up and sh 
down a record 10,000 times for e 
perimental purposes, a Genera! Ele 
tric Company scientist reported 
cently. 

Dr. H. B. Stewart of the Kno 
Atomic Power Laboratory (KAP 
staff, said that the Preliminary P: 
Assembly (PPA) at KAPL also ‘ 
believed to have produced more i 
formation about a larger variety 
reactors than any other assembl 
PPA has been operated successfu 
for eight and one-half years. 

So far, he reported, several cof 
pletely different types of reactor d 
sign have been simulated in the pi 
neer assembly, constructed by Ge 
eral Electric scientists and enginee 
for the solution of nuclear physi 
problems likely to be encountered 
later reactor construction. 

KAPL is operated by Gene 
Electric for the Atomic Energy Cog 
mission. 

Scientists and engineers there ha 
designed and constructed reactors f 
the prototype power plant for t 
submarine Seawolf and the actu 
Seawolf power plant. Currently th¢ 
are designing the Submarine A 
vance Reactor for use in the worl 
largest submarine, the Triton, no 
under construction. 

PPA, which can be shut down ai 
restarted in 15 minutes to {acilita 
rearrangement of fuel eleme:ts, hi 
simulated the performance of a larg 
variety of reactors, Dr. Stewart t 
ported. 

This has been accorplish4 
through relatively simple desi 
modifications of the fuel ele: ents 
one or both of the hexagona’ reactq 
tube bundles, Dr, Stewart e> plaine 

(Continued on page 3- 
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Pioneer Service & Engineering Co. 


231 South La Salle Street * Chicago, Illinois 


INDUSTRIAL PROGRESS—( Continued ) 


The design of the PPA, which is 
one of five experimental reactors in 
use at KAPL, was originally con- 
ceived and built by Dr. Thoma M. 
Snyder and a group of scientists at 
KAPL in 1948. 


Five Outstanding Scientists and 
Engineers Added to Task Force 
On Nuclear Power 


FIVE outstanding scientists and en- 
gineers have been appointed to and 
have been serving on the Technical 
Appraisal Task Force on Nuclear 
Power of the Edison Electric Insti- 
tute, according to James F. Fairman, 
Chairman of the Task Force. They 
are: 

Robert F. Bacher, Director, Nor- 
man Bridge Laboratory, Cali- 
fornia Institute of Technology 

Marion W. Boyer, Director, Stand- 
ard Oil Co. (New Jersey) 

Augustus B, Kinzel, Vice Presi- 
dent-research, Union Carbide & 
Carbon Corp. 

Henry D. Smyth, 
Board of Scientific Engineering 
Research, Princeton University 


Chairman, 


Harry A. Winne, retired Vice 
President - engineering, General 
Electric Co. 

Previously announced members of 

the Task Force are: 

James B. Black, Board Chairman, 
Pacific Gas and Electric Co. 

Walker L. Cisler, President, The 
Detroit Edison Co. 

James F. Fairman, Vice President, 
Consolidated Edison Company 
of New York, Inc. 

Herbert J. Scholz, Board Chair- 
man, Southern Services, Inc. 

Philip Sporn, President, American 
Gas and Electric Co. 

William Webster, Executive Vice 
President, New England Elec- 
tric System 

The Task Force was organized last 
September to: 

(1) review the progress of re- 
search and development of competi- 
tive nuclear power ; 

(2) study and report on all power 
reactor programs and projects ; 

(3) study and appraise the techni- 
cal and economic factors and the re- 


sults to be achieved by the design 
construction at different times 
prototype or full-scale nuclear po 
plants ; 

(4) act as a liaison group with 
members of any nuclear reac or e 
uation group that may be s:! up 
a national level. 

“The findings of the Tas’ 
will be presented to the Boar: of I 
rectors of the Edison Electr ~ Ing 
tute, to whom the Task F\:'ce 4 
ports, and will be available to Il w 
are interested in the developr:ent 
nuclear power,” Mr. Fairman said, 


Fo 


G-E Announces New Line 
Two-Step Phase Distance Rela 


A NEW line of two-step phase d 
tance relays for use on electric util 
sub-transmission and _ distr:buti 
lines has been announced by th: Ge 
eral Electric Company’s Low * olta 
Switchgear Department. 

Called the Type GYC relays, ea 
unit contains two basic parts: 2 mh 
type phase distance measuring devi 
and a time overcurrent relay. 

The distance measuring unit p 
vides instantaneous tripping o/ pha 
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American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 
a more equitable return. 


The 
AMERICAN APPRAISAL 


Company 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 














New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48” to 120’’). Sliding roof for derrick; 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. ® Concealed metal Winch Box. 
throughout for models rated 1 ton @ Curbside Access to tools and 
up—19 ga. doors). equipment used most frequently. 

@ 4%” Diamond Floor Plate. ® Vertical Compartments for climb 

@ 5” Structural Channel Under- ers, lines and linemen’s tools. 
structure. @ Large, inside ventilated, /'ubber 

@ Electric Welded throughout. Goods Compartment. 

® Telescoping Roof with weather © Two piece Front Window in crew 
tight, easy sliding action. compartment. 

@ One piece Smooth Welded Draw- ® Bit and Chisel Drawer; T::ugh for 
ers and Compartments. Drills, Tamps, Rods, etc. 

® Vertical or Horizontal Flush Doors ® Fendix Undercoating at n° extra 
with recessed, spring loaded _ charge. 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principal «ities 
cz 7 {@ 

HALL MORYSVILLE 

DERRICKS ody Wor 

813 SOUTH READING AVE., Y BOYERTOWN, 8 NNA 
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INDUSTRIAL PROGRESS—( Continued) 


wits fr up to 90 per cent of the 


—— “Botecte:: line. It is easily set by means 

imes ‘ . : : 

—_ tatap lock, and is available in ohmic 
ar POW ses « f 0.25, 0.5, 1.0, 2.0, and 3.0 

» van se-t: neutral minimum values. 

4 i. ? Afte: a time delay, the overcurrent 


jay w ‘| extend the reach of the dis- 
‘. Up Ge r lay to protect the far end of 
sline. The time overcurrent relay is 
For. to .o-ordinate with other system 
of I ays ond is available with inverse, 
Ing ry iiverse, or extremely inverse 
‘Ce Brves 
ll wil puai control circuit voltage of 125 
opt::ent Hid 250; volts d-c, and a provision for 
an said.Boping two breakers are provided in 
ereiay. 
Sepirate targets indicate instantane- 
s or ‘ime delay tripping. Optional 
phase dianections enable the distance and 
tric utilifme overcurrent units to be used in- 
istr: buti@pendeatly. 


v Line 
~e Rela 


y th: GelThe equipment is mounted in a 
W * oltagawout case. 

‘lays, ea S & C Bulletin 

ts: a mb & C } LECTRIC Company has is- 
ing deviled an informative bulletin which dis- 
Y. ___fhsses basic schemes used in the 
unit Piimary fusing of parallel-connected 
5 07 phawer transformer banks, the factors 


1 in determining the ad- 
ss or disadvantages of each 
eme, and steps to follow under each 
t eme in the selection of fuses. 
Copy of the bulletin (No. 203) may 
bobtained from S & C Electric Com- 
pny, 4435 Ravenswood avenue, Chi- 
0 40), Illinois. 


| -E Issues Bulletins On 

Wwo- way Radio Selective-Calling 
EN! AL ELECTRIC'S Commu- 
cation Products Department, Syra- 
se, N. Y. has published two bulletins 

two-way radio selective-calling. 

ECR-448 describes “Individual 
all,” which enables an operator to 


ives a light or buzzer signal indicat- 

ig an ‘ncoming call. 

ECh.-439 explains “Group Call”, 
how a radio-equipped fleet 
sub-divided into as many as 

ndifi "ent groups according to job 

yin cewBinctio: , by types of vehicles, or by 
cation: served, With “Group Call” 
is pos: ‘ble for the user to communi- 
te insi.ntly with a specific sub-di- 
ded g oup without affecting other 
its in he fleet. 


Flynn Heads Utilities at AMP 

OSEP}I P. FLYNN has _ been 
amed n anager of the public Utilities 
Wvision for AMP Incorporated ac- 
ding io an announcement by G. 


LLE 


y hl 


ANN 


cH 14, | 


Earle Walker, vice president in charge 
of sales. 

In commenting upon the appoint- 
ment Mr. Walker stated that “Mr. 
Flynn is eminently fitted for his new 
work by a background in the public 
utilities field prior to joining AMP in 
1946. In addition to his technical work 
as staff sales engineer he has func- 
tioned as sales promotion manager of 
the company and worked closely with 
power companies and manufacturers 
of special electronic equipment.” 

AMP Incorporated — formerly 
known as Aircraft Marine Products 
—established sixteen years ago is one 
of the nation’s industrial suppliers 
specializing in developing and produc- 
ing solderless devices and the tools 
with which to apply them. 


B&W Expanding Research 
Center At Alliance, Ohio 


PLANS to expand The Babcock & 
Wilcox Company’s Research Center 
in Alliance, Ohio, were announced re- 
cently by Paul R. Grossman, Research 
Center director. 

An “L”-shaped building will be 
erected at the center to keep pace with 
growing nuclear engineering research 
activities being carried out by the com- 
pany, according to Mr. Grossman. Re- 
flecting the steady increase in other 
research projects, a two-bay addition 
will be made to the mezzanine of an 
existing structure, he said. The new 
“L” building, containing 15,700 square 
feet of floor area, will be located east 
of the present office building. 


H. Zinder & Associates Opens 
New York Office 


H. ZINDER & Associates, Inc., con- 
sulting firm to natural gas and oil pro- 
duction companies, gas transmission 
and distribution companies and to 
electric utilities has opened a New 
York office in the Chanin building at 
122 East 42nd street, it was announced 
by H. Zinder, President. 

H. Zinder & Associates now main- 
tains offices in Washington, D. C., 
Dallas and Houston, Texas, Seattle, 
Washington and New York City. 

Along with the announcement of 
the New York office, Mr. Zinder an- 
nounced that Benjamin Miller has be- 
come associated with the firm and will 
be located in New York. Mr. Miller 
has been engaged in independent con- 
sulting work since 1945. Prior to his 
consulting work, Mr. Miller was as- 
sociated with the Cities Service Or- 
ganization working on the develop- 
ment of long distance, high pressure 
natural gas pipelines. 




















can be a 
serious risk! 


@ Standing poles older than 18 to 
20 years require systematic inspec- 
tion at the groundline area . . . and 
treatment where necessary. 


@ Competent inspection and prop- 
er treatment add 20 to 30 years to 
the useful life of older standing 
poles. 


@ Additionally, inspection will fur- 

nish adequate reports so that re- 
placements where necessary can be 
effected before the risk of pole 
failure becomes dangerous. 


@ OSMOSE has the experience 
and the trained personnel to put 
this inspection and treatment plan 
into operation quickly, effectively 
and economically. 


@ A word to your pole service men 

(who are familiar with this plan) 
should answer any questions in 
your mind. 


Cd GMOSE 


OSMOSE WOOD PRESERVING CO. 
OF AMERICA, INC. 
978 ELLICOTT ST. BUFFALO, N. Y. 
Producers of a complete line of 
wood preservatives 


for: MINES © RAILROADS 
UTILITIES © FARM and HOME 











Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 
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It Takes a Long Time To 


Bring Excellence To Maturity* 
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Samuel Finley Breese Morse: 


Morse was a remarkable prophet. In 1868 he wrote, 
“In commending Kerite especially for telegraphic 
purposes I would by no means leave out of view its 
other various applications in the arts no less ex- 
tensive and useful.” 

Some 70 years later, Kerite was chosen for a most 
singular art—the production of the first special cables 
for the Manhattan Project, Oak Ridge, Tennessee. 
The Kerite Company was the only organization 


*Publilius Syrus: 42 B. C. 


entrusted to design and manufacture 15 entirely 
new types of cable to help speed the production of 
the world’s first atomic bombs. Never before had 
flexible cables (more than a million feet) been used 
on such unusual voltages. The inherited skill and 
integrity of more than three generations of dedicated 
Kerite men insures the highest standards of manu- 
facture of all Kerite cable—standards upon which 
American industry depends. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPANY—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston; 


Founded 1854 


4101 San Jacinto, Houston 4, Texas; 1010 Euclid Avenue, Cleveland 17, Ohio; 
29 West Lancaster Avenue, Ardmore, Pa. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve uilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








NEW YORK PHILADELPHIA CHICAGO 





DAY & ZIMMERMANN. INC. 
ENGINEERS 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











_ * ‘Standby _ a 


% Augmentation 
PROPANE PLANTS * 100% Town Supply 
Design * Engineering ¢ Construction : 





iB) RAKE & TOWNSEND 1] WEST 42ND STREET NEW YORK 36, N. Y. 








Jord, Bacon & Davis 


VALUATION Fn in CONSTRUCTION 
REPORTS Gitieers RATE CASES 


NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











FOUNDED 1906 








GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


e WASHINGTON @ PHILADELPHIA © NEW YORK 
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PROFESSIONAL DIRECTORY 


(continued) 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 



































GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











he hu lj ian Coyoralion 


ENGINEERS ° c:O-nN 5. TR UC YO Ess 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specialising in 
DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 


GAS 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR name 
WATER = RATE STRUCTURE MODERNIZATION AND RATE CASES ——_“prosiems 


Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 
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Organization * Corporate Practices * 


Soles and Marketing « 


PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





.E 








Accounting * Budgeting * Financing « Taxes * Stock Transfer « Apprai Vol 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * a Business Rates « cies 





20 NORTH WACKER DRIVE e CHICAGO 6, ILLINOIS 










Pioneer Service Sse Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 


















SANDERSON & PORTER 


CONSTRUCTION . REPORTS & 
SURVEYS 
NEW YORK NEW YORK 



















Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 





S) AVV4 i) DESIGN «© CONSTRUCTION 
tone & - ster REPORTS «© APPRAISALS 


ENGINEERING CORPORATION EXAMINATIONS 


CONSULTING 
ENGINEERING 
New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles NY aan Toronto 













The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 



















Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
f. ubli ili 
REPORTS — VALUATIONS I my ey A 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Safety * Insurance * Pensions ¢ Employee Welfare * Public Relations * Advertising * Personnel © industrial Relations 
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Abram$/Aerial Survey 
Loipoation 


Topographic and Planimetric Maps 
Mosaics, Plans G& Profiles for all 
Engineering work. 

Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Thermodynamic ¢ Architectural 


o 


y 


% 
usu” FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


g10 Electric Building Indianapolis, Ind. 








LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





fa pie, oN Thoroughly Specialized 
ne ; RIGHT-OF-WAY 
Coat ES) PROCUREMENT 
Ba hn et, E From Title Search... 


..+To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 OKLAHOMA cITy, OKLA. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anp SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 











A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—I NDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO TAMPA Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis ° San Francisco ° Washington 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 











JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 





Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 




















Mention the FortNIcHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The 

*American Creosoting Corporation 

*American Telephone & — medeed Setvesrds 
Analysts Journal, The ; 


B 
Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
ee A ee 


Cc 


Carter, Earl L., Consulting Engineer 
Cleveland Trencher Company, The 
Coates Field Service 

Columbia Gas System, Inc., The 
Combustion Engineering, Inc. 
Commonwealth Associates, Inc. . 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Company, Inc. 27 
*Divco Corporation 
Dodge Division of Chrysler Corp. ................-.. 18 
Drake & Townsend, Inc. 38 
Dresser Industries, Inc. 


*Ebasco Services Incorporated 
Electro-Motive Division, General Motors 


First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 


G 


Gannett Fleming Corddry and Carpenter, Inc. ....... 
General Electric Company Inside Front Cover 
Gibbs & Hill, Inc., Consulting Engineers 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

Glore, Forgan & Company 


Haberly, Francis S., Consulting Engineers 

*Halsey, Stuart & Company, Inc. ................-.-- 
*Harriman, Ripley & Company 

Hirsch, Gustav, Organization, 

Hoosier Engineering Company 


*International Business Machines Corp. ............... 
*International Harvester Company, Inc. .............. 
Irving Trust Company Inside Back Cover 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
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*Fortnightly advertisers not in this issue. 
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*Kellogg, M. W., Company, The ................... 
Kerite Company, The 
*Kidder, Peabody & Company 
PRG PRD HOOMIOENY 5.65.56 05 0600003 s008 candies 
Kuljian Corporation, The 


*Langley, W. C., & Co. . 

Leffler, William ‘ Engineers Associated 
*Lehman Brothers 

*Loeb (Carl M.) Rhodes & Co. 

Loftus, Peter F., Corporation 

*Lougee, N. A., & Company, Engineers 
Lutz & May Company, Consulting Engineers 


M 
*Main, Chas. T., Inc., Engineers ... 
*Matthews, Jas. H., & Company 
McCabe-Powers Auto Body Company 
*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service ne Re ee 
Miner and Miner ..... erat: 
*Morgan Stanley & Company 
Morysville Body Works, Inc. 
Motorola Communications & Electronics, Inc. 


N 
*National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co. ......... 


*Nuclear Development Associates, Inc. 
Osmose Wood Preserving Co. of America, Inc. 


*Pacific Pumps, Inc. 
Parkersburg Rig & Reel Company, The 
Pioneer Service & Engineering Company 


R 
Recording & Statistical Corporation 
Remington Rand Div. of Sperry Rand Corp. ........... 
Robertson, H. H., Company 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

*Smith, Barney & Company 
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*Southworth Brush Cutter 

*Sprague Meter Company, The 

Stone and Webster Engineering Corporation 

Sverdrup & Parcel, Inc., Engineers 


*Texas Eastern Transmission Corporation 


*Union Securities Corporation 


Ww 
*Western Precipitation Corporation 
mae ge Electric Corporation 
White, J. G., a. Corp., The 
*White, Weld &C 
Whitman, anode and Associates 
*Wright Power Saw and Tool Corporation 


Y 
Yawman and Erbe Mfg. Co. 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at Dlgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 


Wittiam N. Enstrom, Chairman of the Board 


Total Assets over $1,500,000,000 


Ricuarp H. West, President 


Public Utilities Department—Joun F, Cuitps, Vice President in Charge 





look for 
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symbol 


... it identifies all 
Dresser Companies 
and their products 





Tomorrow’s Progress 


Planned Today 
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